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“THIS MODERN ART GETS ME!” 


Sure, THE CHART tells the score, for 
those of us who can and will interpret it. 
Good score, too, that American management 


has to show for its efforts. 


To keep it good, mechanization and elec- 
trification of all processes must be made 
greater every year. That is the only way to 


keep plants operating, keep men employed, 


and keep America a free nation. 


The power salesmen of America’s electric 
light and power companies show their cus- 
tomers how to improve production and cut 
costs by greater use of electricity. In that 
way they serve their customers, and, more 
important to you, they preserve and increase 


the net income of the power companies! 
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Y4Bea.W Boilers Make Major Contribution to 


jtilizing design improvements developed to in- 
ease power generation efficiency and raise the level 
unit availability, Pennsylvania Electric Com- 
any’s new Shawville Station truly typifies power 
rogress while demonstrating Penelec’s awareness 
f future requirements in the area it serves. Cur- 
ently operating as a two-unit plant, Shawville Sta- 
on will eventually be expanded to 4 units and have 
capacity totalling more than 500,000 kw. 
nother addition in General Public Utilities’ expan- 
on program, Shawville Station is situated in coal 
elds near the center of Penelec’s system load. Its 
wo identical B&W Radiant Reheat Boilers have a 
esign pressure of 2080 psi and a combined steam 








capacity of 1,788,000 lb per hr. These units include 
B&W Cyclone Steam Separators for natural circul:- 
tion and each is equipped with 16 burners served 
by 4 B&W Pulverizers. This installation also iv- 
cludes B&W tubular airheaters and B&W contin s- 
ous-tube type economizers. 


Modern in every sense, Shawville Station has alrea 'y 
demonstrated its efficiency during the first moni 1s 
of operation. It is one more practical tribute to t 1e 
unending efforts of progressive electric compani ‘s, 
consulting engineers and B&W boiler experts wo k- j 
ing cooperatively to further advance the science of 
steam-electric power generation. 






































































































































Shawville Station of the 
’ennsylvania Electric 
-ompany. Engineering 
lesign and construction 
upervisory services by 
silbert Associates, Inc. 




























































































One of two identical, dry-bottom B&W Radic 
Boilers now supplying steam at Shawville. Stec 
capacity is 894,000 Ib per hr per unit. Stec 
pressure is 1900 psi at the superheater outlet c 
temperature is 1055 F with reheat to 1005 











with the Colitors 


W: shall have to wait until all the sta- 
tistical evidence is in before it is defi- 
nitely known whether the year 1954 was 
the best or second best in our American 
economy. But from the standpoint of 
peace in the world to men of good will, 
which is the real spirit of the Christmas 
season, the coming yuletide will probably 
mark the second successive birthday of 
the Prince of Peace in recent years, dur- 
ing which no large-scale shooting war 
mars the celebration. 


Ir is at best a troubled peace. We even 
hear cynical talk about the lull before the 
storm. Downright pessimists even hint 
worriedly about the “coming Armaged- 
don.”” Even incurable optimists realize 
that much more progress will have to be 
made in the direction of good will among 
nations before the real peace of the world 
can be assured. 


But, such as it is, we are thankful for 
this two years of peace and the continua- 
tion of a prosperity which does not have 
to be based on war or preparations for 
war. We can at least afford ourselves the 
luxury of hope that our nation and the 
great public utility industries which are 
part of our nation’s economy are entering 





ROBERT R. SUTTLE 


a new and more rewarding and satisfying 
era of public service. 


Ir is fitting that, as we approach the end 
of this seventy-fifth anniversary of Edi- 
son’s electric light, the electric utility in- 
dustry and other public utilities as well can 
look forward to the kind of public service 
which the late Thomas Edison always 
dreamed of and worked for during his 
time on earth. It is the ideal of perform- 
ing a service for all the people—the little 
people, the farmers, the city dwellers, and 
the great industries which make the lives 
of our American citizens healthy, com- 
fortable, and happy. 


So, it is in this spirit that we welcome 
this opportunity of wishing our readers 
and friends everywhere a Merry Christ- 
mas and a happy and prosperous New 
Year. All who are especially interested in 
our public utility industries, whether by 
direct association or in the field of regu- 
lation or related activity, can well afford 
a feeling of satisfaction and hope on this 
occasion. 


- is always a pleasure editorially to learn 

that something published in this maga- 
zine has planted a seed or has had a con- 
crete constructive effect upon our readers. 
A little more than a year ago we pub- 
lished such an article on the importance 
of the work done by utility company dis- 
trict managers. It was written by a senior 
partner of Eastman, Dillon & Co., Harold 
H. Young. 


THERE was widespread favorable reac- 
tion to this article, but it appeared to have 
a special effect on one group of gas utility 
management people in the Southwest. 
They decided to do something in an or- 
ganized way about the “unsung hero” of 
Mr. Young’s article—the district man- 
ager. The opening article in this issue is 
an account of the program developed by 
the Southern Gas Association at a Texas 
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Only when you have comprehensive, 
accurate, and reliable facts at hand 
can sound decisions be made. 


: Reports Commonwealth's specialists —with 
Business Surveys years of experience in financial work, 


A raisals engineering, taxes, insurance, and the 
p Pp many other phases of today’s business 


activity will analyze the many factors 
affecting the operations and future 
outlook of a given business or industry. 













As a preliminary to investment; to ob- 
tain a perspective on existing business 
or future expansion; to get all the 
facts — use a Business Analysis by 
Commonwealth as your blueprint for 
sound executive decision. 


**A man's judgment 
is no better 

than the facts 

at his command..." 


GET THE FACTS! 


We invite your inquiry. Write for our booklet 
describing in detail the many services avail- 
able to you. 

Address: Department E 


INVESTIGATIONS 20 Pine Street, New York 5, N.Y. 
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meer Conummuiillh Seuris Gare. 
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PAGES WITH THE EDITORS (Continued) 


college in establishing what has come to 
be known as the Southern Gas Associa- 
tion Management Development Course. 


THE author of this article is ROBERT 
R. SuTTLE, managing director of the 
Southern Gas Association, who says he is 
a native Texan, although he was actually 
born in Illinois, coming to Texas in 1930. 
Anyhow, by way of clinching his Texan 
association, Mr. SUTTLE took two degrees 
in business administration from the Uni- 
versity of Texas (Bachelor’s and Mas- 
ter’s) and has since been continuously as- 
sociated with public utility and some dairy 
interests in Texas—except for a tour of 
duty as a naval officer during World War 
II. 


He has been managing director of the 
Southern Gas Association since 1946. 
This group, incidentally, is the largest 
regional gas trade association. It serves 
68 member gas companies in 14 southern 
and southwestern states. 


(ion second article in this issue (be- 
ginning on page 805) is written by 
EuGENE H. MERRILL, chairman of the 
NATO council committees in charge of 
communications and other utility installa- 
tions. He will be more readily recalled by 
many of our readers for his service as a 
member of the Federal Communications 
Commission in 1952. A native of Utah 
and a graduate of the school of mines and 
engineering of the University of Utah 





EUGENE H. MERRILL 





JAMES H. COLLINS 


(°32), Mr. MERRILL started quite early 
in the field of public utility regulation. He 
was chief engineer of the Utah Public 
Service Commission, from which he re- 
signed in 1941 to become assistant to J. 
A. Krug, the chief of the power branch 
of the old War Production Board. MeEr- 
RILL resigned from the WPB in 1945, 
taking a postwar communications post 
with the Army of Occupation in Germany. 
He was given an interim appointment to 
the FCC in 1952. He has been with 
NATO since 1953. 


It is not generally known to what ex- 
tent American technical and managerial 
“know-how” in the field of public utility 
operations has been drafted by the fed- 
eral government to work with the North 
Atlantic Treaty Organization. When the 
then General Eisenhower went to Europe 
in April, 1951, as the Supreme Allied 
Commander of NATO, there were 15 air- 
fields, very little telecommunications fa- 
cilities, virtually no jet or gasoline pipe- 
line or storage facilities, and so forth. 
According to Mr. MErRRILU’s article, there 
are now more than 125 airfields, 10,000 
miles of telephone wire, 6,000 miles of 
radio relay, and plans for 4,000 miles of 
pipeline. 


THE next number of this magazine will 
be out January 6th. 


A, Chitin 
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NIVAC...Changing the Course of Business History! 


-called “giant brain” on the mar- 
rst in large-scale production—first 
mic computing system to satisfy 
iverse needs of business—the 
gton Rand Univac now places 
nders of electronic computing in 
inds of American management. 
Mer lay’s dream of automatic office 
oce lures has become an accomplished 
tt-day! 
Unprecedented savings are being 
de every day with Univac: in one in- 


stance, it took just 21 minutes to per- 
form a computation which would other- 
wise have required 250 man-hours and 
seven machine-weeks. Also, Univac is the 
only available computing system with 
exclusive self-checking features — auto- 
matically, and with reliability and accu- 
racy, handling alphabetic and numeric 
data with equal ease. 

It’s no wonder that the list of Univac 
users reads like the “bluebook” of 
American industry! Farsighted compa- 


nies have been quick to capitalize on the 
speed and accuracy of the Univac Sys- 
tem to turn out payrolls, control inven- 
tories, prepare premium notices, and to 
take advantage of its myriad other uses. 

And your company too—large or small 
—may well profit from Univac—if not 
through purchase, then through lease of 
equipment or use of our Computing 
Center services. For further information, 
write on your business letterhead to 


Room 22 0, Remington Rand Inc. 


ca 
CTRONIC COMPUTER DEPARTMENT HMemington. SBand 315 FOURTH AVENUE, NEW YORK 10, N.Y. 








Coming IN THE NEXT ISSUE 
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THE WASHINGTON OUTLOOK FOR PUBLIC UTILITIES—1955 


With the New Year will come the convocation of a new Congress, the 84th in the 
history of our Republic. Nominally organized in both branches by the Democrats, it 
will nevertheless be pretty evenly balanced on political control, which means that 
coalitions and alliances will play a more important part than ever in the legislative 
outlook. This will be an analysis of the possible consequences of new developments in 
Congress and federal agencies respecting various utility industries during the New 
Year. Francis X. Welch, editor of PUBLIC UTILITIES FORTNIGHTLY, who has 
regularly written the ''forecast'’ article at the beginning of each year, gives us some 
new predictions for the year 1955, along with reasons why he thinks they will come 
to pass. 


WHO IS THE UTILITY STOCKHOLDER? 


Who is a typical utility stockholder—if there is such a person? Is he a well-heeled 
individual who lives in a New York penthouse or some other-eastern metropolis, car- 
ing little about local operations in which he has invested? How many stockholders 
are there and what do they do beside hold stock? These and other interesting answers 
to a generally overlooked topic have been the product of a searching analysis by 
Owen Ely, financial editor of this magazine. Based on questionnaires and interpreta- 
tions, he goes into such matters as the size of average utility holdings for different 
utility industries, price, degree of institutional investment, sex ratio of individuals, 
and many other matters in which management should be very much interested. 


PUBLIC UTILITY REGULATORY TRENDS IN STATE CAPITALS 


The year 1955 is another ‘big biennial” in the state capitals. This means the year in 
which 44 state legislatures are scheduled to meet in regular session, in addition to 
the usual but unpredictable number of special sessions. How important will legislation 
for different public utilities loom in the over-all picture of state law making? Already 
there are a number of proposals dealing with such varied matters as regulation, taxa- 
tion, labor control, and public ownership, which are almost certain to be considered 
by some state legislatures because of advance indications. Bethune Jones, experienced ~ 
news analyst of Red Bank, New Jersey, has gathered these "'straws'' together in an “Neg 

informative article about the legislative outlook in the state capitals for the year 1955. 3 


* 


Als O .. . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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GAMBLING OV RATES ? 

























You may be Josing important rate revenues if your rate structure is based on 
incomplete figures. You can get complete, accurate, swift analyses of all your 
billings via the R & S exclusive “Multi Frequency Tabulator.’”’ When R & S ana- 
lyzes your billings you are insured against the hazards of these highly dangerous 
methods— 


@ rates developed from “sampling” analyses of 2 or 3 months 
billing and weighted for the balance of the year 


@ rates arrived at through meter book studies, again, on a 
sampling basis 


@ rates predicated upon random sampling of “typical” cus- 
tomer billings over a short or long term 


None of these methods can be depended upon to reveal a true picture—the R & S$ 
method can. 


The cost of this service can be recaptured a thousand fold with properly designed 
rate structures that produce the required revenue and at the same time stimulate 
consumption. The insurance that your rates 
reflect the true picture of consumption is 
worth the cost alone! 





There is no charge for consultation with 
R & S—ask for an estimate of the cost of an 
analysis of your billings—try the service—it 
will prove its worth almost immediately! 





RECORDING & STATISTICAL CORPORATION 


“your way to better controls” 
100 Sixth Avenue, NewYork 13, N.Y. 
WOrth 6-2700 
















HERBERT Hoover 
Former President of 
the United States. 


M. S. RUKEYSER 
Columnist. 


JosEePH WEIL 
Dean, College of Engineering, 
University of Florida. 


Monroe E. SPaGHT 
Executive vice president, 


Shell Oil Company. 


Henry R. Luce 
Editor-in-chief, Time, Inc. 


DorotHy THOMPSON 
Columnist. 


_ Murray SHIELDS 
Vice president, Bank of the 
Manhattan Company. 


D. A. Hutcy 





CCavkble Cee 


“There never was in the world two opinions alike.” 


—MOoNTAIGNE 





President, Lone Star Gas Company. 


“|There are] more than 1,200 organizations or per- 
sons licensed under the law to pressure Congress for 
some cause.” 


* 


“The Lincolnian doctrine that ‘nothing is settled un- 
til it is settled right’ needs to be blazoned across the 
desk of every businessman.” 


> 


“Creation and imagination must ever go hand in hand. 
Imagination, coupled with the freedom to use it, is the 
very basis of what we call free America.” 


> 


“The need for scientific advance is urgent, because 
world population demands enormous new quantities of 
energy every year. Progress will continue only if 
enough energy can be supplied to support the growth.” 


> 


“More than any other kind of man, the American 
knows the truth that you can never stay where you are 
—or, at least, you have to run like hell to stay where 
you are. You go up or down, forward or backward— 
you do not, you cannot stay put ... We are a nation on 


the march.” 
% 


“Nothing the state gets from society is ever returned. 
At what point, then, should its aggrandizements be 
halted? We say they should be halted whenever private 
persons can accomplish the same things even approxi- 
mately as well. The burden of proof should always be 
on the state.” 


> 


“We are but at the beginning of a new age of tech- 
nological miracles and I am convinced . . . that the really 
great phase of the technological revolution lies ahead 
of, not behind, us. This is not to say that we have 
achieved the Utopia of perpetual problemless prosperity. 
Rapid growth is by nature a jerky and uneven process. 
Temporary periods of glut in our markets and of over- 
expanded capacity are probably inevitable.” 


» 


“The truth of the matter is that we are almost in the 
category where the sheriff—the Federal Power Com- 
mission or some other regulatory body—orders us to 
render service to customers. The gas business did not 
get its start and make the progress it has on that sort 
of basis, and unless we are willing to get ourselves back 
into the frame of mind that we are going to sell; that 
we are going to promote; that we are going to spend 
money for research, then we are not going to be able 
to meet these problems as gas men should meet them.” 
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re fluorescent street lights practical? Utility and 
ur icipal officials who have installed G-E Form 
6 fluorescent luminaires are best qualified to give 
e inswer. Their actual field experience, in all parts 

he country, is summarized in the following 
ye. tions and answers. 


H USE FLUORESCENT STREET LIGHTING? 


F sorescent street lighting provides better visi- 
lit: and a more even light distribution than the 
pst engineered systems of either filament or mercury 
mys. The low brightness of the light source reduces 
e glare and eye strain that accompanies other types 
street lighting. 


VISIBILITY IMPROVED? 


Yes. Many lighting experts believe that fluorescent 
rect lighting increases actual visibility by about one- 
ird. Thus, a 1.25 footcandle level from a Form 206 
horescent luminaire seems to provide the same 
sibility as a 1.7 footcandle level from filament or 
ercury luminaires. 





THE COLOR OF THE LIGHT PLEASANT? 


Yes. The whiter light furnished by the fluorescent 
mps does not distort the familiar coloring of objects 
hd people. Businessmen find that shoppers even 
'me from outside usual trading areas to shop under 
e comfortable light from the fluorescent luminaires. 





DR’ i—Shakopee, Minnesota praised the performance of 
F.:m 206 luminaires. The new lights provide superior 
im iation even in sub-zero weather. 








EW G-E FLUORESCENT STREET LIGHTS 
GAIN NATIONWIDE ACCEPTANCE 


GENERAL @@ ELECTRIC 


IS THE SIZE OF THE LUMINAIRE A PROBLEM? 


No. The Form 206 luminaire is only slightly over 
six feet long and the distinctive size and shape add 
functional beauty to the appearance of any street or 
roadway. No guys or trusses are required to support 
the luminaire even in high winds. 


WHAT MAINTENANCE IS REQUIRED? 


Maintenance is reduced! The fluorescent lamps 
used in the Form 206 have an average lamp life of 
7500 hours, or about two years of street-lighting 
operation. The hinged plastic globe is shatterproof 
and is tightly sealed to prevent dirt or insects entering 
the unit. Sun, rain, heat, cold, or aging do not ad- 
versely affect the plastic globe or the light output. 


HOW DO COSTS COMPARE? 


When over-all lighting costs are computed on an 
equivalent visibility basis, G-E Form 206 fluorescent 
luminaires cost less than any other comparable system 
of filament or color-improved mercury. Although 
equipment and amortization costs are somewhat 
higher, installation costs are comparable, and operat- 
ing costs are generally lower. 


GET MORE INFORMATION about this outstanding 
G-E fluorescent luminaire, the Form 206. Contact 
your nearest G-E Apparatus Sales Office, or write 
Section 452-139, General Electric Company, Sche-_ 
nectady 5, N. Y. 








Fee 


EAST—Central Maine Power Co. accomplished their work- 
ing objective of providing better street lighting economically 
by installing Form 206 fluorescent lights at Auburn, Maine. 





REMARKABLE REMARKS—( Continued) 


ALEXANDER R. HERON 
Vice president, Crown 
Zellerbach Corporation. 


WILLIAM T. Faricy 
President, Association of 
American Railroads. 


Lewis L. Strauss 
Chairman, Atomic Energy 
Commission. 


EDITORIAL STATEMENT 
The Wall Street Journal. 


GEORGE E. SoKoOLsKy 
Columnist. ; 


Excerpt from The Guaranty 
Survey, published by the Guaranty 
Trust Company of New York. 


BENJAMIN F. Farr_ess 
Chairman of the board, United 
States Steel Corporation. 


S. WHITNEY LANDON 
Secretary and assistant to 
president, American Telephone 
and Telegraph Company. 
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“No one is in business merely to produce. The only 
object is to sell the product. Everything done along the 
line is only another step in the selling process.” 


¥ 


“It’s not enough just to be for sound conditions of 
transportation, and it’s not enough just to talk about 
it. To achieve and to preserve good transportation takes 
doing—and the doing cannot all be by railroad men, 


either.” 
a 


“T do not believe that the Creator permitted man to 
evolve to this point only to use science to destroy, at 
one breath, all of His achievements, the monuments of 
His culture, His accumulated wealth of the ages—in- 
deed all the evidences of God’s love and grace.”’ 


. 


“" . . any intelligent loosening, however limited, of 
the grip of this government monopoly is an important 
advance. The present [AEC] bill may well mean the 
revolution will move slowly. But it has the overriding 
virtue that it at least permits the revolution to begin.” 


* 


“The American social system is based upon the pri- 
vate ownership of wealth, upon private ownership of 
the means of production, distribution, and exchange. 
The principal commodity in our industrial system is 
power, electrical power, as it is today; perhaps atomic 
power as it may be in the future.” 


¥ 


“What the shouters of ‘giveaway’ really dislike is the 
reassertion of the American tradition of private initiative 
and private enterprise. What they implicity oppose is 
private profit, no matter how well earned the profit may 
be. What they actually desire is more governmental con- 
trols, greater centralization of power, deeper penetration 
of political authority into the lives of the people.” 


* 


“The coming era will require a radical change in the 
development of capital and man power throughout our 
economy. It will require the preservation of investment 
incentive, because at least $300 billion of risk capital will 
be necessary in the next twenty years for new plants, 
new facilities, and new lines of production not even 
in existence today, in order to keep abreast of the needs 
of a growing population.” 


¥ 


“The time has long since passed, when it was won- 
dered whether good stockholder relations were worth 
working for. Today everyone knows that they are— 
they are a must. The question today is what more can 
we do to foster this essential of modern corporate suc- 
cess. The purpose of all stockholder relations activities 
is to build up and maintain a friendly, co-operative, 
and understanding group of stockholders. We want 
each one of them to feel that he or she is a part of the 
family—that he belongs. From a practical point of view, 
we need their money, and we want them to be happy 
that they have placed it with us and to be ready to give 
us more if we should need it.” 
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JUBLIC UTILITIES 


— as most public utility power 
nerating plants are located in or adjacent to metro- 
litan areas, the control and recovery of fly ash 
br stack gases is a particularly important problem. 
assist power plants in solving this problem West- 
Precipitation pioneered, almost a half century 
, the first commercial application of the now- 
ous Cottrell Electrical Precipitator—and this type 
equipment is still universally recognized as out- 
inding in its field. 





Some years later, Western Precipitation also 
bneered the first small tube mechanical recovery 
uipment—the Multiclone Collector—to provide high 
tovery efficiency at low installation cost. 


And as a result of these years of firsthand 
perience in both electrical and mechanical recov- 
; methods, Western Precipitation subsequently in- 
duced the CMP unit—fly ash recovery equipment 
ht combines in one integrated unit the advantages 
both electrical and mechanical recovery principles. 


¢ The CMP first passes the stack gases through a 
Multiclone section where the heavier fly ash particles 
are mechanically removed. 


@ Then the partially-cleaned gases pass through a 
Cottrell section where the very fine fly ash particles 
are electrically recovered. 
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RESULT—by using a Multiclone section to re- 
move all but the finest particles, the bulk of 
the recovery operation is performed with 
relatively low-cost equipment. And using a 
Cottrell for final clean-up insures unusually 
high recovery efficiency—approaching theo- 
retically perfect, if desired. Thus, very high 
recovery efficiency is obtained at low installed 
cost. 

With CMP equipment, even small util- 
ity companies can afford adequate fly ash re- 
covery installations. But, large or small, the 
vital factor in making an efficient CMP in- 
stallation is obtaining the proper balance be- 
tween the mechanical and electrical sections 
to fit the particular requirements of each in- 
dividual application. 


This requires actual field experience— 
and no other organization can equal Western 
Precipitation’s years of first-hand experience 
in both mechanical and electrical recovery 
methods... your assurance of maximum sat- 
isfaction when you bring your fly ash prob- 
lems to this long-established organization. 








ite for full details on Western 
ci; itation CMP equipment—or 
tact our office nearest you. 












Western Precipitation Corporation 


DESIGNERS AND MANUFACTURERS OF EQUIPMENT FOR 
COLLECTION OF SUSPENDED MATERIALS FROM GASES & LIQUIDS 
Main Offices: 1064 WEST NINTH STREET, LOS ANGELES 15, CALIFORNIA 
Chrysler Bldg., New York 17 ¢ 1 N. La Salle St. Bldg., Chicago 2 ¢ 1429 Peachtree St. N.E., Atlanta 
Hobart Bldg., San Francisco 4 ¢ Precipitation Co. of Canada, Ltd., Dominion Sq. Blidg., Montreal 








New Tubeless Tires 


Now standard equipment on all ONE HUNDRED 
Series models! Provide great new safety and freedom 
from tire troubles. Lessen the danger of blowouts and 
punctures. Operate with less noise. 





International 
leads again! 














New Automatic Transmission 


The last word in automatic drives! Provides extra pull- 
ing power for smooth, fast starts under load — offers 
direct gear drive in high for economy equal to conven- 
tional transmission. Saves driver energy. Reduces 
engine, drive-line and tire wear. Cuts maintenance ex- 
With 4 Great New Aill-Truck pense. Available for all light-duty models, at extra cost. 
4 f e * « 
Features for America’s Only New Overdrive Transmission 


All-Truck Light-Duty Models INTERNATIONAL-tested, INTERNATIONAL-proved to 
provide outstanding light-duty truck economy. Reduces 
engine speed—increases engine life—saves on gasoline, 
oil and maintenance expense. Well worth the low extra 
cost in all ONE HUNDRED and R-110 Series models. 


INTERNATIONAL—world famous for truck 
value and all-truck engineering —now 
brings four big quality advancements to 
the light-duty field! Now —with new en- 
gines, new handling ease and perform- 
ance —INTERNATIONAL sets a new high 
in light-duty truck value! See these new- 
est features at your INTERNATIONAL 
Dealer or Branch—see how much more 
an all-truck INTERNATIONAL provides! INTERNATIONAL HARVESTER COMPANY + CHICAGO 


New Power Steering 


Truck-designed, truck-built to combine finger-tip-easy 
parking and maneuvering with true, solid “feel of 
the wheel.” Safety-engineered to provide conventional 
steering in event of power failure. A low-cost optional 
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Service-Utility bodies. 77, 89 and 96-inch body lengths for 115, 127 and 134-inch wheelbase chassis respectively. GVW ratings, 4,200 to 8,600 Ib 









International Harvester Builds MCCORMICK® Farm Equipment and FARMALL® Tractors...Motor Trucks... Industrial Power...Refrigerators an Fre 


See the season’s new TV hit, “The Halls of Ivy,” with the Ronald Colmans, Tuesdays, CBS-TV, 8:30 |.m 


INTERNATIONAL TRUC 


“Standard of the Highwby 













extra, available on all light-duty models. 





On the Diamond Jubilee of Light 


WE SALUTE 
THE LIGHT AND POWER 
COMPANIES 











al —for helping to make our homes and 
. offices pleasanter and safer and our shops 
‘ more productive... by leading the 


advances which have been made in the 
technology of the industry. 





—for continually seeking to serve the 
consumers better... by harnessing un- 
tapped sources of power, by building 
ever-lengthening transmission lines, by 
bringing light and power to new millions. 





—for ever striving to see that the fruits 
of power are equitably shared by custom- 
ers, employees and investors alike. 





. IRVING TRUST COMPANY 


t One Wall Street, New York 15, N.Y. 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


No other utility line truck has ALL the 


alete(-aaMeloh colalicle(- ie) misl-M ual EE - <Tolelez 
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ITS EVERY FEATURE is engineered for YOUR business... 
for maximum usefulness ... for substantial savings in 
YOUR transportation costs. The White 3000 is saving 
time, cutting costs in progressive companies everywhere. 
Why not call your White Representative for facts...today? 


on, 


@ MANEUVERABILITY— Driving ease and time savings because of 
ability to move “on location” fast! 


ore @ POWER —The White Mustang packs a lot of power... more power 
ical per pound of engine weight than any other truck engine in the 
industry! Greater power and work capacity! 


© SIZE—Most modern of all utility line trucks because of functional 
design and modern appearance. Saves overall length yet permits 
bigger body, more cab space in fewer inches. 


@ MAINTENANCE SAVINGS—Exclusive power-lift cab saves inspec- 
tion and servicing time, improves work quality. 


@ RUGGED QUALITY —iIn every feature, White Quality stands out 
... lasts longer... provides new dependability. 


THE WHITE MOTOR COMPANY 
Cleveland 1, Ohio 


FOR MORE THAN 50 YEARS 
THE GREATEST NAME IN TRUCKS 








SOUTHERN CALIFORNIA EDISON CO. is now operating a 
fleet of 6 line trucks like this one... 17 more slated to go into 
‘ service soon! Here is modern efficiency in overhead line work 
\ ... real time savings because of short turning radius, wide-tread 
ee front axle and short wheelbase ... amazing power with the new, 
‘ more powerful White Mustang engine. 

THESE line trucks have 127)4-inch wheelbase, White 250A 
Mustang Engine, 10.00 x 20 tires, 12-ply, with 6231B auxiliary 
transmission and top-mounted power take off. 

Southern California Edison serves 3.4 million people in an area 
of 14,250 square miles. There are 7,600 employees. 












































This machinist is “miking” a disc for one of the largest butterfly valves ever 
built — 192” diameter. Newport News built 3 such valves, each weighing 446,000 
lbs., for the Ross Power Plant, Skagit Project, Department of Light, City of 
Seattle, Washington. Designed for a water flow of 3,620 ¢u. ft. per sec., and a 
hydrostatic pressure of 290 psi., these valves were shop tested by Newport News + 
at 450 psi. They are hydraulically operated with oil at 1,500 psi. pressure. ; 


Buth of ( 200-ton | 


This dise for a 16-foot butterfly valve reflects two basic advantages 
of Newport News fabrication... 


























First, it exemplifies the careful attention Newport News crafts- 
men give to every detail. And secondly, it attests to the quality with 
which Newport News produces in massive equipment for public 
utilities and allied industries...due to Newport News’ high inte- 


gration of skill and production facilities. N E W a OR T 
Additional advantages accrue to customers from extensive work 
conducted in Newport News’ testing laboratories on problems re- N EWS 


lated to water power equipment. 








Shipbuilding and 


Avail yourself of the engineering talent, along with the special- 
1 ized production techniques and the skill of Newport News crafts- Dry Dock Company 
#4 men operating vast steel fabricating shops, five huge machine shops, Newport News, Virginia 
> a drop forging and die facilities along with acres of brass, iron and 


os steel foundries. 


Let us bid on equipment for your present or future projects. 
If you are not familiar with the way Newport News can help you, 
write for our illustrated booklet entitled “Water Power Equipment” 
... it’s yours for the asking. 

















THOUSANDS OF YEARS 
EXPERIENCE IN BUILDING 


TRANSFORMERS 


No, Moloney hasn’t been building transformers for thousands of years. In fact, 
even though Moloney is a pioneer in the electrical industry, we are pretty 
young archaeologically. But we do have thousands of years experience 


in designing and building transformers exclusively. This is the experience 


which goes to work on your transformer problems, when needed ...a 


veritable backlog which assures you of the best transformer possible 
. .. experience the progress of which can be traced 

through the maze of developments and improvements 

in transformers to today’s gigantic 


and efficient product. 


MOLONEY ELECTRIC COMPANY 


Power Transformers ¢ Distribution Tran: formers ¢ Load Ratio Control Trans- 
formers ¢ Step Voltage Regulators « Unit Substations ¢ Electronic Transformers 


fales Offices in All Principal Cities 



































DECEMBER-JANUARY 











Thursday—23 Friday—24 Saturday—25 Sunday—26 
Electrical Equipment Rep- National Housewares and Merry Christmas, 1954! National Association of 
resentatives Association Home Appliance Exhibits Home Builders will hold 


will hold annual meeting, 
New York, N. Y. Jan. 
10-12. Advance notice. 


will be held, Chicago, Ill. 
Jan. 13-20. Advance notice. 


convention, Chicago, Ill. 
Jan, 16-20. Advance notice. 





Monday—27 


Pipe Line Contractors As- 
sociation will hold annual 
convention, Los Angeles, 


Tuesday—28 


New England Gas Associa- 
tion, Operating Division, 
will hold meeting, Boston, 


Wednesday—29 


Edison Electric Institute, 
Industrial Relations Com- 
mittee, will hold meeting, 


Thursday—30 


Southern Gas Association 
will hold employee rela- 
tions round table, Nashville, 





Cal. Jan. 17-19. Advance Mass. Jan. 18. Advance New York, N. Y. Jan. 20. Tenn. Jan. 21. Advance no- 
notice. notice. Advance notice. tice. 
Friday—31 JANUARY Sunday—2 Monday—3 


Industrial Furnace Manu- 
facturers Association will 
hold meeting, Detroit, Mich. 
Jan. 24, 25. Advance notice. 


Saturday—1 


Happy New Year, 1955! 


Bs) 


American Gas Association 

will hold home service 

workshop, Chicago, Ill. Jan. 
24-26. Advance notice. 


Doble Engineering Confer- 

ence will be held, Boston, 

Mass. Jan. 24-28. Advance 
notice. 





Tuesday—4 





Pacific Coast Electrical As- 
sociation will hold business 
development section con- 
ference, Fresno, Cal. Jan. 
27, 28. Advance notice. 










Wednesday—5 


Northeastern Weed Con- 
trol Conference begins, 
New York, N. Y. 





Thursday—6 


American Chamber of Com- 

merce Executives begin an- 

nual conference, Washing- 
ton, D. C. 





Friday—7 


Pennsylvania Gas Associa- 
tion will hold midwinter 
sales conference, Philadel- 
phia, Pa. Jan. 28. Advance 
notice. 














Merry Christmas! 
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Southern Gas Industry Middle 


Management Sings a New Song 


The widespread favorable reaction to an article in this magazine 

on the importance of the district manager, caused a number of top 

utility management officials to think very seriously about such peo- 

ple in their own organization. One group of gas utility management 

officials went further. They organized to do something about the 
“unsung hero” —the district manager. 


By ROBERT R. SUTTLE* 


HE “unsung heroes” of the southern 

natural gas industry have found 

someone to serenade them—thanks 
to Harold H. Young and Pustic UTILI- 
TIES FORTNIGHTLY. 

Just a year ago, Mr. Young, a senior 
partner in Eastman, Dillon & Co., wrote 
a thought-provoking article about “The 
District Manager—Unsung Hero” (Pus- 
Lic UTILITIES FORTNIGHTLY, October 22, 

*Managing director, Southern Gas Association. 


For additional personal note, see “Pages with the 
Editors.” 
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1953). He reminded us that it is the top 
men of the utility companies who establish 
the broad policies, but “middle manage- 
ment” can make or break the company at 
the grass-roots level, where the company 
and the customers actually come together. 

We had realized that in a hazy way, but 
Mr. Young’s observations set a lot of brain 
cells in motion. What could be done to im- 
prove the performance of our managers 
at this crucial level? 

Curtis M. Smith of Houston, Texas, 
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vice president of Tennessee Gas Transmis- 
sion Company, accepted the chairmanship 
of a Southern Gas Association committee 
to look for the answer. 

The committee was quick to see that 
there was a multitude of management 
courses available at universities and else- 
where in our 14-state area (Virginia to 
New Mexico). They didn’t want to add 
just another course. So they looked at the 
problem from the viewpoint of the people 
who might be invited to attend a course 
that Southern Gas Association members 
would set up. 

These prospective students—the district 
managers, the division managers, the su- 
perintendents—would need knowledge of 
management strictly as applied to the gas 
industry. It wouldn’t be a great help for 
them to sit in with their opposite numbers 
from the banking field, from manufactur- 
ing companies, from retail stores. 

At higher levels, a general management 
course would be productive. But for the 
“unsung heroes,” the problems are too 
vastly different. 


M3 committee hours later, the first 

SGA Management Development 
Course had been arranged. The first course 
was designated by the SGA board of di- 
rectors as experimental. 

The course was given August 2 to 14, 
1954, at Texas College of Arts & Indus- 
tries at Kingsville, with twenty-nine “mid- 
dle management” men attending. Twelve 
were distribution men, seventeen were 
transmission. They came from twenty 
companies in nine states. 

Success of the course has exceeded the 
committee’s fondest hopes. Its expansion 
to more adequately meet the middle man- 
agement training needs of the gas compa- 
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nies in the South and Southwest is now 
being studied. 

Chairman Smith and his committee 
aimed the course not necessarily at men in 
line for promotion, but at those individuals 
who needed management training to en- 
able them to do a better job for their com- 
pany in their present position. 

“We want to train individuals to become 
better managers by giving them a broader 
understanding of the fundamentals of 
management in the natural gas industry,” 
Mr. Smith explained. “We want primarily 
to enable them to do a better management 
job in the positions they now hold.” 

With this in mind, the curriculum was 
based entirely on the natural gas industry 
at the middle and lower management 
level. The course was divided into four 
principal subjects as follows: 


Gas Economics 

Records and Reports 

Load Building 

Essentials of Administration 


Dr. Frank H. Dotterweich, director of 
the division of engineering at Texas A&I, 
directed the program and helped to select 
the faculty of fourteen, including single- 
session instructors. 


ly a statement to the writer shortly after 
the course was completed, Dr. J. C. 
Jernigan, dean of the college at Texas 
A&I, said: 


The Management Development 
Course held here on our campus last 
month approached idealism from a 
pedagogical point of view. The men 
were very receptive on each of the three 
days that I met with them. 
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The participants had every right to 
feel honored to be selected to attend the 
short course. There was motivation for 
learning, an all-important factor in any 
educational program. These men were 
intelligent enough to realize that the 
more they got out of this program, the 
better could they do the job at home. 
Sufficient funds were provided to take 
care of personal comforts of the partici- 
pants and extra facilities in the way of 
instructional aids. Careful staff selection 
in a variety of fields brought to the 
group up-to-the-minute useful informa- 
tion. 


ew much stress cannot be put on the 

importance of screening the prospec- 
tive students very carefully. A large meas- 
ure of our course’s success can be attrib- 
uted to the admissions committee’s insist- 
ence on selecting men in comparable jobs. 
Many were rejected because they did not 
fit our norm. 

One of the chief instructors told me he 
was amazed at the way the committee was 
able to bring together such a group of 
comparable men. “There were no status 
or social extremes,” he said. “It was a 
group which easily became integrated into 
the concept of the wholeness of the class.” 

We compiled a few quick averages 
which we found interesting because there 
were so few wide deviations: age, 41.9 


SOUTHERN GAS INDUSTRY MIDDLE MANAGEMENT SINGS A NEW SONG 
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years; gas company experience, 17.4 with 
all but a couple ranging upward from 
twelve years. More than half were one- 
company men, with twelve to twenty-seven 
years in the same organization. 

Our application blanks included search- 
ing questions to determine the actual re- 
sponsibilities of the applicant, regardless 
of title. In addition to a full employment 
history, transmission men were asked the 
number of persons they supervise and the 
compressor station horsepower and num- 
ber of miles of pipeline under their super- 
vision. Comparable questions for distribu- 
tion men were number of meters and num- 
ber of district systems supervised. 


NOTHER vital factor, we found, was the 
location of the course. Kingsville is a 
small, quiet town on the vast King Ranch 
in the far reaches of south Texas, almost 
to the Mexican border. No distractions or 
diversions here! There were two excellent 
motels for housing the group, and creature 
comforts (air conditioning and excellent 
food) gave no excuse for lagging morale. 
(The committee, incidentally, was sur- 
prised at the number of students who went 
out of their way to remark on the excel- 
lent “chow.”’) 

Our enrollment fee of $325 was all-in- 
clusive—room, board, tuition, books, and 
other materials. 

Dr. Dotterweich, whose work at Texas 


the prospective students very carefully. A large measure of our 


q “Too much stress cannot be put on the importance of screening 


course’s success can be attributed to the admissions committee’s 
insistence on selecting men in comparable jobs. Many were 
rejected because they did not fit our norm. One of the chief 
instructors ... was amazed at the way the committee was able 
to bring together such a group of comparable men.” 
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A&I has been helpful to natural gas com- 
panies for many years, gave his reasons 
for success of the course in a few succinct 
sentences : 


These men thought alike. They had 
the same problems. They needed the 
same information. 

Morale was at its highest. All of the 
twenty-nine were most appreciative of 
the opportunity to learn how to do their 
jobs better. Mr. Smith’s committee made 
a substantial contribution by making 
sure the right people were accepted. 


And the students’ views were summed 
up by the class president, Jack S. Roberts 
of United Gas Pipe Line Company, San 
Antonio. Looking back after “gradua- 
tion,” he said, “My enthusiasm hasn’t 
dropped one point. As a matter of fact, I 
believe I’m beginning to bore people with 
conversation about my course.” 


re statistic speaks loudly: At- 

tendance was 100 per cent at every 
class session, day and night. No tardiness, 
even. 

Except for the few hours grudgingly 
given over to sleep, natural gas company 
problems occupied the whole day. Classes 
were from 8.30 to 4.30, and at the lunch- 
eon and dinner breaks there were brief 
talks by the students on phases of their 
own companies’ work. (The luncheon 
talks gave each student an opportunity to 
practice public speaking. The college 
speech instructor assisted each student in 
preparing a short talk and then gave the 
student constructive criticism after his talk 
was delivered.) After dinner for an hour 
and a half, there was a seminar on topics 
suggested by the day’s instruction, and on 
into the night there were frequent motel- 
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room sessions by groups of four and five, 
reluctant to give up a subject without ex- 
hausting its utmost possibilities. 

Classroom work was broken at midweek 
and week end with field trips. One took 
the men over the fabulous King ranch. 
Others covered oil, gas, and chemical in- 
stallations in the Rio Grande valley and 
south Texas. 

Our faculty included instructors from 
Texas A&I, the University of Texas, and 
other southwest schools, plus selected spe- 
cialists from our own gas company mem- 
bers. 


H™ in brief, is how our curriculum 
was distributed: 

Gas economics (five class sessions) gave 
the class a bird’s-eye look at the industry 
and its 20,000,000 customers, in such 
terms as trillions of cubic feet, billions of 
therms, and millions of dollars. Then there 
was intensive discussion of two important 
aspects of the industry : government regu- 
lation, and public versus private owner- 
ship. 

Records and reports (five class sessions ) 
used actual statistics to teach the class how 
to read a balance sheet and analyze an in- 
come report. Then every man took a look 
at his own company’s figures in the light 
of what he had learned. 

Load building (five class sessions) was 
a peppy, inspiring course in salesmanship, 
punctuated with case histories. Here was 
the part that probably did the most to bring 
distribution and transmission men together 
and give them an understanding of each 
other’s problems. 

Essentials of administration (twenty- 
three class sessions) covered the broadest 
field. Every headache of management 
(Should you fire your best foreman if you 
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Enrolling for the Training Course 


— the biggest problem facing the committee is where to draw 

the line on enrollment. Each viewpoint has powerful arguments. 
Some of our enthusiastic SGA members want to throw open the rolls— 
otherwise, being restricted as they are to one or two nominees a year from 
a single company, they'd never be able to send all their men who meet 
our rigid standards of admission. Others who observed the course think 
more persons should be able to avail themselves of its benefits because of 
all the work and care and thought and planning that go into setting up 

the two-week period.” 





A a a a 





catch him smoking under a No Smoking 
sign?) was brought out and gone over. A 
public relations counselor gave valuable 
tips on contacts with the customers and the 
community. There were sessions conducted 
by the pedagogues on such basics as Eng- 
lish, letter writing, and speech making. 
And gas company men gave courses in job 
training and on safety. 


O” distinguished commencement 

speaker was Frank C. Smith, presi- 
dent of Houston Natural Gas Corpora- 
tion, who took a broad, sweeping look at 
the entire natural gas industry—backward 
to the first discovery and use of natural 
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gas as a fuel, forward to the bright future 
he foresaw for a united and aggressive 
industry. 

Some valuable lessons were learned by 
Curtis Smith’s committee in analyzing re- 
sults of the course. It is essential that every 
segment bear down directly on problems 
of the natural gas industry. Instructors, 
where possible, should be selected for their 
background in our industry. A little over- 
lapping in courses can be easily eliminated. 

Perhaps the biggest problem facing the 
committee is where to draw the line on en- 
rollment. Each viewpoint has powerful 
arguments. 

Some of our enthusiastic SGA members 
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want to throw open the rolls—otherwise, 
being restricted as they are to one or two 
nominees a year from a single company, 
they’d never be able to send all their men 
who meet our rigid standards of admis- 
sion. Others who observed the course think 
more persons should be able to avail them- 
selves of its benefits because of all the work 
and care and thought and planning that 
go into setting up the two-week period. 


HE opposite view—concurred in by 

many class members—is that the very 
smallness of the class enables them to get 
the personal contact that makes the course 
so worth while. Conductors of similar 
seminars have stressed the importance of 
having the men work, eat, and live together 
—something we would lose if the group 
were expanded to such a size that the 
reticent students would never get to say a 
word, that half the class would never get 


to know the other half, that would kill 
the personal touch from instructor to pupil 


and from pupil to pupil. 
A of now, Mr. Smith and his committee 
feel the course should be continued 
next year on its present experimental basis. 
Enrollment probably will be limited to 
thirty (fifteen distribution, fifteen trans- 
mission). Later on, as a result of the study 
now being undertaken by the committee, 
perhaps we can figure out how to broaden 
and expand the benefits of the course with- 
out losing too much. (We would welcome 
ideas on this.) 

Meanwhile, we think we really have 
something—thanks to you, Mr. Young, 
and to the ForTNIGHTLY. Graduates from 
this course will no longer be “unsung 
heroes.” They now have the words and 
music which will enable them to become 
better managers. 





Individual Wants and Common Needs 


“ — is a ‘social need’? Right now, I need a cigar; my wife 
needs a dress ; the do-gooders need a job in the bureaucracy. 


These three needs have nothing in common, unless you say that 
their common denominator ts human desire. Indeed, when you look 
at the millions of gadgets on the market and the thousands of serv- 
ices offered in the advertising columns, you would be hard put to 
it to name just one need that fits the ‘common’ or ‘social’ label. 
Each of us is a bundle of variable desires, and none of us is quite 
sure of what he will want at any given time. To find something that 
all of us will always want, with the same intensity of desire, is a 
job for a supernatural mind. Should you press the do-gooder to 
single out a ‘social need,’ you will find that tt consists of something 
we all ouGHT to want, whether we want it or not; and when you 
analyze his selection, you will find that it amounts to nothing more 
than a job for a meddlesome bureaucrat.” 

—FRANK CHODOROV, 

Editor, Freeman. 
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“NATO's” Utility Facilities 


It is not generally known to what extent American technical and managerial 





“know-how” in the field of public utility operations has been drafted by the 

federal government to work with the North Atlantic Treaty Organization. 

This author, formerly a member of the Federal Communications Commission, 

and now chairman of the NATO council committees in charge of this work, 

has sent us from his Paris headquarters an explanation of the rapid progress 
being made along this line. 


By EUGENE H. MERRILL* 


HE word “infrastructure” has come 

into everyday use at the North At- 

lantic Treaty Organization to indi- 
cate its $2 billion program, financed in 
common by the NATO countries, for the 
construction of jet and gasoline fuel pipe- 
lines, telecommunications networks, air- 
fields, naval bases, training bases, and other 
facilities for the use of NATO military 
forces. 

This construction program is one of 
several actions unanimously undertaken by 
the United States and the 13 other NATO 
countries as a bulwark against aggression. 
The magnitude of facilities included in 
NATO’s $2 billion infrastructure con- 





*For additional personal note, see “Pages with the 
Editors.” 
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struction program is shown in the chart 
on page 806. 


HE programing, financing, and execu- 

tion of this gigantic infrastructure 
program is an example of co-operation 
among a large group of free countries un- 
paralleled in the world’s history. The re- 
sults are amazing. 

When General Eisenhower arrived in 
Europe in April, 1951, as the Supreme 
Allied Commander of NATO forces, there 
were 15 airfields available for NATO use. 
Today, more than 125 NATO airfields are 
operational or can be used in case of emer- 
gency. Hardly a month now passes with- 
out additional airfields being made opera- 
tional. 
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ie April, 1951, the existing telecommuni- 

cations facilities were woefully inade- 
quate to meet NATO military require- 
ments. Planning, engineering, and con- 
struction are under way or have been com- 
pleted in NATO countries to provide over 
10,000 miles of land lines, 6,000 miles of 
radio relay circuits, and 1,000 miles of 
submarine cables. 
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/NATO COMMON INFRASTRUCTU 


RE $ 2,000,000,00 


- AS OF 30 JUNE 1954 - 


The program for jet and gasoline pipe- 
line and storage systems is a relatively re- 
cent addition to NATO’s infrastructure 
program. However, actual construction of 
pipelines and storage depots is already un- 
der way. When completed they will con- 
sist of over 4,000 miles of pipelines ex- 
tending from seaports inland to NATO 
airfields and other installations. Pumping 
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American Utility People Active in 
NATO Work 


Ox receiving this article from Commissioner Merrill, the editors have 
learned of a number of Americans with public utility and allied back- 
grounds in the United States, who are now participating in various parts 
of the planning and execution of the so-called “infrastructure” program of 
NATO. Here is a partial list: 


Sydney Smith, Shell Oil Company (New York), made some trips to 
Europe representing the government to advise on the planning and design- 
ing of the POL pipeline system. Similarly, Charles Lockett, Standard Oil 
Company of New Jersey, also visited Europe. G. P. Jennings, Phillips 
Petroleum Company, was head of the POL group on the international 
staff from July, 1953, to July, 1954. This staff is generally responsible 
for the over-all planning, designing, and top-level surveillance of construc- 
tion of the POL system. Mr. Jennings was succeeded by J. R. Shipley, 
Standard Oil Company, Ohio, who joined the international staff in Sep- 
tember, 1954. 

In the communications field, Charles Mapes, AT&T Company of New 
York, represented the government on NATO working groups which were 
doing some of the preliminary examination and planning of NATO signals 
facilities. John Quinn, formerly of the IT&T Company, also represented 
the government in somewhat similar activities during other periods. Harry 
Hitchcock, former chief engineer of the southern California area of the 
Pacific T&T Company, was a member of the communications group of 
the international staff from May, 1953, to May, 1954. The communications 
group performs the same functions in the NATO communications field as 
our POL group performs in the POL pipeline and storage area. 

Turkey had a number of American communications experts, headed by 
E. D. Wise, former vice president of the Pacific T&T Company, to assist 
in the planning and programing of the NATO communications system in 
Turkey. He and his assistants have worked for the government under the 
Point 4 program. 

A number of U. S. companies have participated in the bidding for 
NATO infrastructure works. In the POL field much of this bidding is 
now under way, or will soon be initiated. American construction firms 
have received contracts for building certain airfields in Turkey and Greece, 
and other American firms are supplying certain materials for airfields in 
Greece. Much bidding remains to be done in the communications installa- 
tion and supply field. 
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stations along the pipelines will ensure 
their carrying the enormous quantities of 
jet and other fuels required by modern 
aircraft and other military equipment. 
The related storage facilities have a total 
capacity of tens of thousands of tank cars. 

The naval projects under construction 
and others planned are to meet basic re- 
quirements of the NATO naval forces. 
The NATO infrastructure facilities are 
located in various of the NATO countries, 
extending from Norway to Turkey. They 
are in addition to those constructed by the 
NATO countries with their own funds to 
meet national military needs. 


HE common financing of the NATO 

infrastructure program is but one of 
its remarkable features. It provides that 
the NATO countries contribute, under 
agreed cost-sharing formulae, to the cost 
of facilities constructed in the “host” coun- 
tries. Naturally, there was much hard bar- 
gaining between delegations in determin- 
ing the amounts to be contributed by mem- 
ber countries. But, as is the case in other 
problems in NATO, unanimous agree- 
ments were reached. 

But why should these infrastructure fa- 
cilities be jointly financed by NATO coun- 
tries? First, their construction would be 
largely unattainable on a national or bi- 
lateral basis alone. Second, they serve the 
fourteen NATO countries collectively as 
well as individually. Finally, their con- 
struction lessens the probability of aggres- 
sion by those who are seeking to destroy 
the free world and strengthens the security 
of the free peoples. 

The NATO council and its infrastruc- 
ture committees, consisting of representa- 
tives of each of the fourteen NATO coun- 
tries, are the executive agencies for this 
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program. The whole range of problems in- 
volved in planning and construction are 
resolved around the conference table. 
Again, in the spirit of give and take and 
with a common objective, the differences 
between delegations are rapidly molded 
into unanimous decisions. 


HE council’s international staff con- 

sists of experts from various NATO 
countries. Under the direction of the coun- 
cil and its infrastructure committees, it 
provides technical and financial advice on 
the programing and execution of the pro- 
gram. It would be difficult, if not impossi- 
ble, to find a better example of harmonious 
working relations between technical ex- 
perts than that which exists in the inter- 
national staff. 

The “host” countries are those in which 
the infrastructure works are constructed. 
They are primarily responsible for the ex- 
ecution of the program under the policies 
and procedures established by the council 
and its infrastructure committees. 

The NATO military commands deter- 
mine the military requirements and rec- 
ommend programs for action by the coun- 
cil to meet those needs. This is usually done 
on an annual basis, and the programs are 
designated as “slices.” Here again, in the 
screening and other processes relative to 
the programs, working relations between 
NATO civilian and military personnel are 
of the highest order. 

The stages in the initiation, develop- 
ment, and execution of an infrastructure 
program are shown in the chart on page 
809. 


IAN first glance, the problems incident to 
the programing and execution of this 
$2 billion program under the rule of una- 
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nimity of the NATO countries might ap- 
pear insoluble. But such is not the case. 
Rather, decisions are promptly made and 
knotty problems rapidly resolved. 

This is all the more remarkable in view 
of the many problems that arise in a pro- 
gram of this magnitude. For example, a 
NATO airfield requires over a thousand 
acres of land. Extensive runway lighting, 
fuel storage, communications, drainage, 
buildings, and other facilities are also es- 
sential parts of an airfield. 


The extensive NATO pipeline and stor- 
age systems are of the most modern de- 
sign and of a type without precedent in the 
NATO countries in which they are being 
constructed. This has necessitated host 
countries organizing and training new 
staffs to engineer and direct the construc- 
tion. 

In the execution of the telesommunica- 
tions program, the latest technical develop- 
ments are applied in the engineering and 
design of the extensive land lines, subma- 
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rine cables, and radio networks. And so it 
is with other of the construction projects 
in the infrastructure program. 


Hove not to be overlooked are the 

policies and procedures that have 
been established by NATO, such as inter- 
national competitive bidding, international 
inspections and audits, to provide tech- 
nically sound construction at minimum ex- 
penditures to meet the essential military 
needs. 

International competitive bidding for 
construction of NATO infrastructure fa- 
cilities is one of the policies followed to 
ensure maximum economy in the expendi- 
ture of NATO funds. After the plans and 
specifications for a project have been de- 
veloped by a host country, qualified firms 
from any NATO country may submit bids 
for providing the equipment and carrying 
out the construction. This may result, for 


example, in a U. S. firm installing tele- 
communications equipment in Norway, a 
French firm constructing an airfield in 
Turkey, a Belgian firm laying a pipeline 
in France, or an Italian firm building a 
naval base in Greece. 


A FURTHER procedure provides for in- 
spections to be made of the projects 
by teams consisting of representatives of 
the host country, international staff, and 
NATO military commands. Finally, all 
expenditures of NATO funds are subject 
to audit by an international board of audi- 
tors which reports directly to the council. 
Those familiar with this program are 
constantly amazed at its progress, which 
offers convincing evidence of how co-op- 
eratively and effectively the 14 NATO 
countries are working together in a com- 
mon effort to protect and maintain their 
way of life. 





4 yh pe the handicaps imposed under the New Deal and the 
terrific strain under which it operated during the war years, 


our economy has demonstrated great vitality and flexibility. Popu- 
lation growth, science, research, and management drive are the pro- 
pelling forces. Our population is growing at a rapid rate. It is esti- 
mated that from 1950 to 1960, the population of this country will 
register a gain of 28,000,000, or equivalent to twice the present 
population of Canada. This surging growth will have a strong 
stimulating influence on our economy as it will call for millions of 
new homes, automobiles, and appliances, as well as great expansion 
in our facilities for transportation, schools, hospitals, and the like. 
“The wants of our people are insatiable. The extent to which 
these wants can be satisfied depends upon our ability to maintain a 
fairly well-balanced relationship among the various groups in our 

economy, and to provide adequate incentives for risk taking.” 
—Excerpt from New England Letter, published 

by The First National Bank of Boston. 
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Paying Forestry Project of Private 
Utility Company 


Public utility companies have been trimming trees for a long time. 
But in recent years some companies have also had to consider plant- 
ing trees and protecting them from fire and other hazards. The 
so-called forest management program undertaken eight years ago 


by the Southern California Edison Company has turned out to be 
good public relations for that utility. 


By JAMES H. COLLINS* 


F a power company has hydro dams, 
and ownership of forest lands drain- 
ing into them, would it be good busi- 

ness to apply scientific forestry manage- 
ment to the trees? 

What kind of good business? Nice pub- 
lic relations—a corporation doing some- 
thing in the public interest, conserving 
natural resources? 

Who should pay for the forestry? 

And how do you go about such a proj- 
ect? 

These questions have been answered in 
a forest program undertaken eight years 
ago by the Southern California Edison 
Company. 

It pays directly in money from sales of 
prime timber. 

And there are indirect profits, too. 


*Professional writer, resident in Hollywood, Cali- 
fornia. 
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For one thing, forest management con- 
serves rainfall for power, and after the 
water passes downstream, it adds to the 
supply available for irrigation. In the 
West, anything that conserves water is un- 
derstood without a diagram. And else- 
where people are learning through water 
shortages that the stuff is not inexhausti- 
ble, like air. Fire protection, control of in- 
sect pests and tree diseases, reduction of 
erosion and flood hazards, are some of the 
indirect benefits. 

The Edison Company owns 16,000 acres 
of forest up in the High Sierras, part of 
the Shaver Lake and Dinkey Creek water- 
sheds that drain into the company’s hydro 
plants at Big Creek. Typical ‘‘Outcasts of 
Poker Flat’ country. 


n 1948, conferences were held with fed- 
eral and state forestry officials, to de- 
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termine the feasibility of improving the 
watershed in the Shaver Lake area. Dur- 
ing the next two years a program was de- 
veloped, in co-operation with the U. S. 
Forest Service and the California State 
Division of Forestry, and the company 
hired W. H. Wingo, a professional for- 
ester, to activate the program and super- 
vise field operations. In 1951, at the sug- 
gestion of U. S. Forest Supervisor Beattie, 
the consulting firm of Mason, Bruce & 
Girard, Portland, Oregon, was retained to 
help lay out the program. 

It is believed that this is one of the first, 
if not the first, projects of the kind under- 
taken by a private utility company, as a 
business proposition, entirely financed by 
the company, and paying its way, with 
profit. 

Trees are a crop, no less than corn or 
oranges. They have to be planted or culti- 
vated as young seedlings, weeded, pro- 
tected against insects and disease. They 
have a fire hazard not found in other crops, 
and require a yearly harvest in timber. 
The size and quality of the crop command 
profitable prices. 

During the past four seasons the com- 
pany has sold timber, Christmas trees, 
fence posts, and firewood. 

Timber trees are purchased by opera- 
tors who cut them under supervision. 
Trees under 28 inches diameter are not cut. 
Careful selection also secures beneficial 
thinning, allowing young trees to grow 
into quality timber. 


— cutting removes “weed”’ trees 
and undesirable growth, to allow faster 
growth of good timber. “Sanitation cut- 
ting” removes poor trees. “Release cut- 
ting” thins growth, hastening the maturity 
of timber trees. Much of this work is done 
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by outside contractors, working under the 
company forester. 

Trees are pruned to assist nature—re- 
moval of branches on young trees 18 feet 
from the ground eliminates knots during 
growth, giving more clear lumber. 

Supervision of cutting includes the des- 
ignation of logging roads and skid trails, 
which are later ditched, blocked, and cov- 
ered to restore the absorption of the forest, 
preventing floods. Otherwise they would 
become sluices in the rainy season. 

Fire protection is provided by patrols 
with two 100-gallon pumper trucks. In two 
seasons 16 potentially dangerous fires were 
extinguished, apart from campfires left 
smoldering, trash dumps, and the like. 
Good fire roads and trails are essential for 
fire protection, and old logging trails are 
opened for the purpose. 

Blister rust is the most serious of insect 
enemies, and the company is working with 
the U. S. Forest Service to control the 
mountain pine beetle, and eradicate the 
currant and gooseberry bushes that play a 
vital part in spreading the blister rust 
fungus that kills sugar pine. It spreads 
from tree to bush and back, and has been 
known to travel 100 miles in a season. It 
has devastated white pine in Idaho, Ore- 
gon, and northern California, and is now 
spreading south. The state forestry service 
sets up camps where the disease reaches 
epidemic proportions, and sprays, barks, 
and cuts down infected trees. Outside con- 
tractors are engaged to cut away currant 
and gooseberry bushes. 


N past years, before forest management 
methods were adopted, there was heavy 
fire damage in the area, causing more than 
1,000 acres to revert to brush. As a start 
in reclaiming this land, test areas are es- 




















tablished, brush removed in strips along 
contours, and seedling pines planted. Last 
year 5,000 pines were planted, and this 
spring 10,000 more pines, and 5,000 young 
red firs. 


Bip trees will reseed themselves un- 

der favorable conditions, distributing 
thousands of seeds in a good season. Good 
germination is secured on recently logged 
lands. But rodents eat these seeds unless 
controlled. 

Trees are a long-range crop, affected 
by year-to-year conditions, and to secure 
quality timber, progress must be watched, 
to prevent deterioration where possible. 

For this purpose an “inventory” is main- 
tained, in the form of permanent plots in 
the center of each 40-acre area. Trees in 
these inventory plots are carefully counted, 
recorded as to diameter, height, and va- 
riety, and used as a sample of the timber 
in the plots. Measurements are taken every 
five years, giving information as to rate 
and quality of growth. The records also 
show mortality rates from natural or other 
causes. Future growth can be estimated, 
and a sustained annual crop of good tim- 
ber maintained in each section by rotated 
cuttings. 

Reforestation requires control of graz- 
ing. Cattle are grazed on the Edison prop- 
erties in fenced meadows, but sheep are 
not permitted. Overgrazing of forest lands 
often causes erosion by destroying the ab- 
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sorption properties. Also, seedling trees 
that would eventually yield good timber 
are eaten by cattle. 


y= conservation is one of the basic 

reasons for this program, for it is 
believed that the roots of trees, in properly 
managed timber land, keep soil in place 
better, and consume less water, than roots 
of uncontrolled brush and undergrowth. It 
is expected that the program will result in 
an increased yield of water from the area, 
adding to the power output, and increasing 
the volume of water in the Joaquin valley 
lower down. 

“The intelligent and most economic use 
of raw materials is essential in any indus- 
try,” said W. C. Mullendore, president of 
the power company, in setting up the proj- 
ect. “At the same time, it is in the public 
interest. Our program will include, among 
other things, the selective cutting of trees, 
the planting of new trees, the control of 
erosion, diseases, and pests, and intensified 
fire protection. These measures will im- 
prove the forest, and safeguard and main- 
tain the watershed. We may even increase 
the water yield from the area eventually, 
which is important to everyone, because all 
water conserved and collected there is re- 
turned without loss to the San Joaquin 
river after it passes through our Big Creek 
plants. This water storage and release are 
to the benefit of the people in the valley 
below.” 





(4 ‘<O™ Republic is beset by many dangers. But there is one we 

can control if we have the will to do so. That is, waste, 
unnecessary spending, and unbalanced budgets. ... That will power 
can be provided by the citizens of the country.” 


—HERBERT Hoover, 


Former President of the United States. 
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Northwest Power Controversy 
HE proposal by FPC Counsel John 
C. Mason that the FPC grant a li- 
cense to the Idaho Power Company for a 
development on the Hell’s Canyon stretch 
of the Snake river has not quieted the 
proponents of a high federal dam, which 
Congress has so far refused to authorize. 
As expected, Senator Morse (Independ- 
ent, Oregon) was quick to denounce the 
action and hinted that he would seek a 
place on the Senate Interior Committee 
when the new Senate is organized in 
January. Senator Murray (Democrat, 
Montana), who will head the committee 
in the next Congress, has indicated he will 
try to block private development of the 
Snake. With Senator-elect Neuberger 
(Democrat, Oregon) likely to be assigned 
to the committee, the advocates of a fed- 
eral Hell’s Canyon dam may be able to get 
a bill as far as the Senate floor. But final 
approval, especially over an almost cer- 
tain presidential veto, is very unlikely. In 
two previous Democratic Congresses, 
such legislation could not even move out 
of committee, much less command a ma- 
jority in either chamber. 
“The United States itself need not un- 
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the Utilities 


dertake the development of the water re- 
sources of the Hell’s Canyon reach of 
the Snake river for public purposes,” 
FPC Counsel Mason wrote in his opin- 
ion. He conceded that a high dam would 
generate somewhat more power than the 
three smaller dams proposed by Idaho 
Power, but said “the increment of power 
that the one-dam plan would produce over 
the 3-dam plan would cost almost as much 
as its value.” In other words, Mason 
thought that the three dams would de- 
velop the most economical power, even 
though the single high dam would develop 
the maximum power, regardless of eco- 
nomics. Finally, Mason claimed that the 
private power project would do the job 
sooner and “‘without expense to the United 
States.”” FPC Examiner Costello, before 
whom the lengthy hearings on the project 
were held, must now rule on the evidence. 


yencorpsa Costello’s recommendations 
could be adopted by the full commis- 
sion without further opinion “en banc.” 
This would step up the timetable some- 
what. But the publicity (as well as the 
controversy) the Hell’s Canyon proposal 
has stirred up is likely to move the com- 

















mission to get out its own opinion on the 
subject. This might take until next spring 
or even until next summer, if there is 
litigation threatened. If the FPC decides 
to give the Idaho Power Company a li- 
cense, there is some question whether any 
of the interested parties would be in a 
position to appeal the commission’s deci- 
sion. 

The case has been viewed widely as a 
test of the Eisenhower administration’s 
public power policy. The President has 
said repeatedly that he favors more par- 
ticipation by local and private groups in 
developing the nation’s water power. 
Early in his administration, the Secretary 
of the Interior, Douglas McKay, with- 
drew the department’s opposition to the 
Idaho Power Company’s application. The 
long hearings on the case followed. 


I" addition to Mr. Mason’s findings, Ida- 

ho Power and public power advocates 
filed final briefs with Mr. Costello late last 
month. Mr. Mason, who is acting chief of 
the commission’s division of hydroelectric 
and licensed projects, said the use of “non- 
federal agencies to accomplish public ob- 
jectives” was “still a major aim of the 
government.” He argued that the Idaho 
Power Company’s project would provide 
flood-control and navigation facilities at 
no cost to the government, while per- 
mitting “reasonably prompt” development 
of water resources “now going to waste.” 

He recommended that the commission 
grant the request to build three low dams 
in Hell’s Canyon. 

The company’s brief, opposing public 
power proposals for federal construction 
of one high dam, said its proposed three 
dams would have 783,400 kilowatts of 
installed capacity with a peak capacity of 
900,800 kilowatts, and would cost an esti- 
mated $133,000,000. 


“Nowhere in the region, probably no- 


WASHINGTON AND THE UTILITIES 


815 


where in the nation, can a power installa- 
tion of this capacity be provided in an 
equivalent period of time or at so low a 
cost as the $169.75 per kilowatt installed,” 
it added. 

Mrs. Evelyn N. Cooper, who has repre- 
sented public power groups, declared 
Idaho Power’s plan would deprive the 
Pacific Northwest of power equal to the 
output of Bonneville dam, and jeopardize 
comprehensive development of the entire 
Columbia river basin. 


_ another front, a less controver- 
sial private power development is 
making progress in Montana, where 
Washington Water Power Company is 
seeking to develop Noxon Rapids. Specifi- 
cally, on December Ist the company asked 
permission from the Federal Power Com- 
mission to build a new $87,000,000 hydro- 
electric generating plant at Noxon Rapids, 
Montana. The new power project would 
have an output of 385,000 kilowatts, with 
a contemplated construction program call- 
ing for first production in the fall of 1959. 

The site is located on the Clark Fork 
river in Sanders county, Montana, 23 
miles upstream from Washington Water 
Power’s recently completed Cabinet Gorge 
power plant, and three miles from the 
town of Noxon. 

J. E. E. Royer, WWP vice president 
and general manager, said the company 
had filed its application for license with 
the FPC in Washington, D. C., on De- 
cember Ist. Royer said WWP’s present 
plans include the building of a 190-foot- 
high concrete and earth-filled dam ex- 
tending nearly a mile across the Clark 
Fork river. He said total cost was esti- 
mated at approximately $87,000,000, in- 
cluding major transmission facilities to 
connect with load centers in the WWP 
service areas in Idaho and Washington. 

The utility executive said filing for the 
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Noxon Rapids power development was 
another big step on the part of WWP to 
keep the supply of electricity ahead of de- 
mand. “During the forty-seven years I 
have spent in the electric industry, there 
has been a continuous effort on the part of 
private utilities to do this,” he said. 
“When fully developed, the new project 
should make WWP self-sufficient in re- 
gard to power needs.” Noxon Rapids 
would become WW P’s twelfth and largest 
power plant, nearly doubling the firm’s 
present 450,000-kilowatt capacity. 

Royer said if the company was granted 
the necessary license by federal authori- 
ties, and could start construction as sched- 
uled by next July, the first unit of the 
major new plant could be “on the line” 
during the fall of 1959. It is believed that 
the Northwest Power Pool will have ade- 
quate resources to carry the area through 
until that time, he said. 


ie Washington Water Power license 
request said the company’s scheme of 
development anticipated the building of a 
5,220-foot-long dam across the Clark 
Fork. The spillway and powerhouse in- 
take section would be built with concrete 
and would extend 1,120 feet. Earth-filled 
wings would extend some 3,200 feet on 
the southwest bank of the river and some 
900 feet on the northeast bank. The 
powerhouse, to be located on the southwest 
bank, would have a head of 154 feet and 
would contain vertical semioutdoor-type 
generators, with a rated capacity of 328,- 
000 kilowatts, but capable of an output 
exceeding 385,000 kilowatts. 

The dam would back water 37 miles to 
Thompson Falls with the reservoir area 
covering 8,650 acres. Reservoir elevation 
would be 2,331 feet above sea level. The 
project would call for the relocation of 
some 20 miles of Northern Pacific main 
line and portions of highway. Its spillway 
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section would be designed for a maximum 
discharge of 250,000 cubic feet a second. 

The Noxon Rapids project would be 
more than 50 per cent larger than the 
present WWP Cabinet Gorge project, 
which was completed last year by WWP 
at a cost of over $48,000,000. WWP offi- 
cers said the construction program at 
Noxon Rapids would extend a longer pe- 
riod than at Cabinet Gorge, which was 
built at speeded-up schedule, because of 
the emergencies of the power shortage 
conditions in the western section of the 
Northwest Power Pool. 

The private utility firm has been ex- 
ploring the feasibility of a hydroelectric 
site at Noxon Rapids for more than two 
years under primary permits from FPC. 

Representative Coon (Republican, Ore- 
gon) has asked Representative Taber 
(Republican, New York), chairman of 
the House Appropriations Committee, 
and the Army Engineers to accept the 
offer of three private power companies to 
put up $350,000 for engineering and plan- 
ning for the proposed John Day dam on 
the Columbia river. Coon said that the 
new Congress would have to pass on ap- 
propriations for the next fiscal year. But 
he said that acceptance of the private com- 
panies’ offer would speed up by one year 
the preliminary work on the dam. 


¥ 


FPC Producer Controls 
Proceed 


i gene ineeceaingng a stay filed by 
Judge Wayne G. Borah of the fifth 
U. S. circuit court of appeals in the case 
of the Magnolia Petroleum Company and 
another oil producer, the FPC failed to 
extend the December Ist deadline for gas 
producers to file contracts and other ma- 
terials called for under its Order 174-A 
pursuant to the Phillips Case. The com- 
mission in this respect followed the opin- 




















ion of its general counsel, Willard Gat- 
chell, who found that the “stay” in the 
Magnolia Case was limited to the two 
producers involved and did not operate 
to hold up the general effectiveness of 
Order 174-A. 

FPC scheduled oral arguments for De- 
cember 15th on principles and methods 
which should be adopted by the commis- 
sion, in determining rates for producers 
and gatherers. In announcing the date for 
argument, FPC made it clear that it would 
disregard any arguments submitted on the 
question of whether FPC has jurisdiction 
over gas producers. The December hear- 
ings were described by the FPC as in- 
volving matters of “national importance.” 
Producers, gatherers, interstate pipeline 
companies, distributors, consumers, and 
other interested persons were invited to 
submit their views no later than Decem- 
ber 13th. FPC said it recognized the basic 
differences between the operations of pro- 
ducers and pipelines and the need for 
different rate-making methods. 


Sin liquefied petroleum gas industry 
has united with other segments of the 
oil and gas industry in demanding legisla- 
tion to exempt producers and gatherers of 
natural gas from FPC jurisdiction. Last 
month the National Council for LP-gas 
Promotion adopted a resolution urging 
Congress to amend the Natural Gas Act 
to free production of natural gas and LP 
(butane-propane) “from the injurious 
regulatory burden thrust upon it by judi- 
cial mandate” in the Phillips Petroleum 
Company Case. 

The National Council is co-sponsored 
by the Gas Appliance Manufacturers As- 
sociation, Liquefied Petroleum Gas Asso- 
ciation, and Natural Gasoline Association 
of America. Its president, James E. Pew, 
in announcing adoption of the resolution, 
said that unless the situation is corrected, 
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the result of FPC regulation will be “de- 
creased supplies of both natural and LP- 
gas and higher prices—much higher than 
any that would develop in a free, com- 
petitive market.” 


5 


Dixon-Y ates Controversy 


HE Atomic Energy Commission’s 

contract with the Dixon-Yates group 
compares favorably with an earlier AEC- 
approved contract with Electric Energy, 
Inc., for power at the Paducah, Kentucky, 
atomic plant. This view was expressed by 
Senator Hickenlooper (Republican, Iowa) 
last month. Both contracts are similar, in 
that they involve public utility companies 
formed especially for the purpose of sup- 
plying AEC installations. Hickenlooper, 
ranking Republican Senate member of the 
congressional Joint Committee on Atomic 
Energy, said the Dixon-Yates contract 
was better in some respects for the AEC 
than the earlier agreement. 

An AEC report on the two contracts 
shows the electric rates to be charged AEC 
by Mississippi Valley Generating Com- 
pany are likely to prove lower than the 
Electric Energy, Inc., rates. The major 
difference between the two contracts is 
that power from the Dixon-Yates group’s 
plant will go onto the lines of TVA to 
replace energy TVA delivers to the 
Paducah, Kentucky, plant. Electric En- 
ergy, Inc., set up by a different group of 
utilities, supplies power direct to the 
Paducah AEC plant. It is this difference 
that is being dramatized by public power 
proponents and friends of TVA. 

Representative Holifield (Democrat, 
California) will introduce a resolution in 
the 84th Congress to nullify the new con- 
tract. It is doubtful, however, that Holi- 
field’s resolution, even if adopted by both 
branches of Congress, would be binding 
on the AEC. 
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Farm Phone Bills Show 
Shght Increase 


_— month, the Agriculture Depart- 
ment’s crop reporting board released 
an interesting analysis of comparative 
farm telephone rates throughout the coun- 
try. The survey showed that payments 
made by farmers for local telephone serv- 
ice averaged, as of July, 1954, $3.33 a 
month or 3 per cent above a year earlier. 
This was the smallest annual increase in 
local monthly rates, both percentagewise 
and in actual amount since 1947. 

Total monthly charges for both local 
and long-distance services averaged $4.92 
per farm with telephones compared with 
$4.95 for July, 1953, according to the sur- 
vey. For the most part, the increase in local 
bills was accompanied by an increase in 
quality of service as more phones trans- 
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Communication 


ferred from crank to lift or from lift to 
dial-type service. 

The regional breakdown of phone rates 
showed that average telephone bills for this 
year increased in practically all states. 
Only the Pacific coast states showed de- 
clines, while the Middle Atlantic states 
(New York, New Jersey, and Pennsyl- 
vania) held steady. Greatest increases were 
in the South Central and Mountain states. 
As of July, 1954, however, the highest 
rates for local telephone service were paid 
by farmers in the New England states, 
while by far the lowest charges were paid 
by farmers in the West North Central 
region. 

The chart below shows the regional 
pattern for average farm phone rates (in 
dollars) from 1947 to 1954. 

The survey reported that on July 1, 
1954, the percentage of farms with tele- 
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(The survey, made in July and August, requested data based on “last bill.” This was gen- 
erally a bill for a period ending in late June, July, or early August.) 


DECEMBER 23, 1954 


818 














phones—44.3 per cent—was the highest on 
record. This compares with 42.5 per cent 
a year earlier and was two-thirds higher 
than in 1940. However, in the twenty 
years prior to 1940 the percentage of 
farms with telephones declined sharply. 
According to the U. S. census, in 1920 
about 38 per cent of the American farms 
had telephone service. Although the per- 
centage of farms with telephones is at a 
record high, the total number of farms 
with telephones is still below the 1920 fig- 
ure, despite the fact that the number has 
increased steadily over the past several 
years. 

According to the survey, about 4 per 
cent of all farm telephones on July Ist 
were on a private line, 20 per cent on 2- 
to 4-party lines, 43 per cent on 5- to 8-party 
lines, and 33 per cent on lines with nine or 
more parties. This distribution showed a 
slight increase for both the 2-4-party lines, 
and 4-8-party lines, and a corresponding 
decline for the 9- and over party lines com- 
pared to July 1, 1953. By type of service, 
about 35 per cent of the farm telephones 
were crank type, one-fifth were the lift 
type, and 45 per cent were dial phones. 


¥ 


New Maryland Rate Base 
Formula Proposed 


AC group, set up to revise and re- 
codify Maryland’s public service com- 
mission laws, has recommended changes 
which would, among other things, modify 
the state’s “fair value’ method used in 
rate making. The group’s proposed for- 
mula for determining a rate base for utili- 
ties was described as a compromise be- 
tween the present “fair value” method and 
that of “original cost.” Return earned on 
investment has been the statutory yard- 
stick in rate making in Maryland hereto- 
fore. 

The study group, headed by Albert L. 
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Sklar, Baltimore attorney, also spelled out 
in its report the general powers of the 
commission to prescribe and enforce stand- 
ards of “safe, adequate, and efficient serv- 
ice” for various types of utilities. Ade- 
quate service would be made an essential 
element in determining rates charged by 
public utilities in Maryland under one of 
the recommendations contained in the re- 
port. 

The recommended new rate base proce- 
dure would eliminate from the law the 
term ‘fair value,” but would allow the 
commission, in determining rate bases, to 
weigh evidence of appreciation and depre- 
ciation due to economic trends, at its dis- 
cretion. Provision for judicial review in 
case of abuses would prevent this discre- 
tion from being arbitrary. A number of 
past moves have been made in Maryland 
to have original cost established as the base 
for rate making, on the ground that actual 
investment in the plant of a utility is the 
proper measure for rate of return, and 
would serve to hold down rates to cus- 
tomers. A bill to that end was unsuccess- 
fully introduced in the legislature last year. 

The Sklar group felt, however, that the 
original cost base could work both ways, 
since a utility constructed in times of in- 
flation could demand higher rates to pro- 
vide a reasonable return on investment. Its 
recommendation stipulates that, “in deter- 
mining what return is reasonable, the com- 
mission shall consider the value of service 
rendered to the consumer in the light of 
rates generally for comparable service.” 


WwW respect to transportation facili- 
ties, the study group’s recommenda- 
tions would provide that “just and reason- 
able rates may, in the discretion of the 
commission, be rates which yield a reason- 
able ratio of prudent operating expenses 
to operating revenues, set with a view to 
the effect of such rates upon movement of 
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traffic, adequacy of service, replacements, 
ability to attract capital, and rates general- 
ly charged for comparable service.” This 
proposed formula follows a recommenda- 
tion of a special committee of the National 
Association of Railroad and Utilities Com- 
missioners. 

The recommended revision of Mary- 
land’s public utility statutes would, if 
adopted, be the first over-all recodification 
of these laws since the original adoption 
of the basic law in 1910. Although there 
have been additions and deletions since 
then, an introduction to the study group’s 
report asserts that, “judged in the light of 
current standards of legislative draftsman- 
ship, the present law is hopelessly inade- 
quate.” The report cites an “utter absence 
of logical coherence,” duplications, and 
long, complex sections containing totally 
unrelated subjects, which make the law 
“even more of a crazy-quilt patchwork 
than when originally passed.” 

The recommended revision gathers all 
laws relating to the state commission into 
a single article, about one-half to two- 
thirds the length of the existing statutes, 
arranging subject matter coherently under 
seven headings. The report of the study 
group was released in order that sugges- 
tions and objections could be heard and 
considered before the report is submitted 
to the 1955 Maryland legislature, con- 
vening in January. 


¥ 


FCC Explains New Frequency 
System 


a of assigning short-wave radio 
frequencies have undergone a “radi- 
cal improvement” over the past three years, 
the FCC reports. No longer are the fre- 
quencies scattered over the available spec- 
trum in a hit-or-miss arrangement. In 
carrying out the frequency reshuffling, 
FCC says it has handed down 10,000 de- 
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cisions without a hearing and has made 
40,000 U. S. radio assignments on new 
wave lengths. 

The required changes were so complex 
that they had to be carefully planned and 
executed. Thousands of facts and figures 
relating to the use of the radio spectrum 
were studied, plotted, and applied. In some 
respects the work resembled moves on a 
giant checkerboard. The frequency of one 
station would be changed to another 
square, the one in that square being moved 
to another, and so on until finally all of the 
moves had been made. Complications en- 
tered because every time one station was 
shifted to a new wave length a chain re- 
action was set off which required the mov- 
ing of at least one and in most cases as 
many as 10 or 12 other stations in conse- 
quence of the initial move. 

Now, under the new system, when the 
dial of a short-wave receiver is tuned in, 
the listener no longer finds planes and 
ground stations, ships and coastal stations, 
fixed telephone and telegraph stations, and 
international broadcasting stations in a 
hodgepodge. Each group now occupies its 
own exclusive arc on the short-wave dial. 


CC credits the adoption of its new sys- 

tem to the co-operation it got from spe- 
cialized agencies such as the police, and 
from particular industrial enterprises such 
as gas and oil pipeline companies, power 
companies, etc. The new system had its 
origins in 1947 when radio experts of the 
United States industry and government, 
along with experts from foreign govern- 
ments, first drafted a master plan for get- 
ting the most out of the radio spectrum 
in the light of present-day usage and tech- 
nical developments. In December, 1951, a 
second important step was taken when at 
an international meeting in Geneva 65 na- 
tions undertook to carry out the provisions 
of the 1947 Atlantic City conference agree- 
ment in their respective countries. 














Financial News 
and Comment 


By OWEN ELY 


Recent Developments in 
Atomic Energy 


HERE seems to be some difference of 

opinion regarding the rate of prog- 
ress which the utility industry may make 
in building reactors to generate atomic 
power. Philip Sporn, president of Ameri- 
can Gas & Electric Company and dean of 
electrical engineers, recently predicted 
that while total U. S. generating capacity 
might reach 200,000,000 kilowatts (double 
the present figure) by 1965, probably only 
3,000,000 kilowatts or 14 per cent would 
be in atomic energy plants; by 1970 the 
proportion might be 3 to 4 per cent. He 
stated that the pressurized water reactor 
being built by Westinghouse Electric and 
Duquesne Light “represents a retrogres- 
sion of thirty years in technology. . . . the 
high pressures commonplace in today’s 
conventional steam plants are so far un- 
approachable in atomic power.” 
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On the other hand, President Ralph J. 
Cordiner of General Electric Company re- 
cently predicted that by 1976—a slightly 
longer look into the future—half the new 
electric power installations then being 
made will be fueled by fissionable ma- 
terials, assuming that the private utility 
industry is given the opportunity to pro- 
ceed_with development of the atom. How- 
ever, he expressed confidence that the 
introduction of atomic fuel would not up- 
set requirements for coal, gas, and oil, but 
that these traditional fuels would be used 
in “ever-increasing quantities.” 


H: forecast that within the next decade 
total capital expenditures would rise 
to an annual rate of $55 billion, with even 
greater requirements ahead for the “atom- 
ic age.” He urged manufacturing execu- 
tives to make their conventional period of 
planning for the future fifteen to twenty 
years ahead instead of a short-time basis. 
Some executives, he said, “act as if they 
did not believe the statistics of popula- 
tion.” Plant expansion should be related 
to long-term growth rather than to “the 
momentary peaks and valleys of current 
demand.” He advocated increased mech- 
anization, broader stock ownership, and 
much more business aid to education. Only 
6 per cent of American savings now go 
into common stock investments and busi- 
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ness must persuade more average Ameri- 
cans to invest. His own company’s plan 
for employees’ savings and stock bonuses 
has led 20,000 employees to become stock- 
holders this year, and the company hopes 
to have 60 per cent of its employees as 
stockholders within four years. 


AS described in this department some 
months ago, the Atomic Energy Com- 
mission is investing $200,000,000 to build 
and operate five separate types of experi- 
mental nuclear power stations, to deter- 
mine which will be most efficient on an 
over-all basis; 7.e., which can produce a 
kilowatt-hour cheapest. An article in the 
December Scientific American by Alvin 
M. Weinberg (research director of Oak 
Ridge national laboratory). gives a very 
interesting technical description of these 
reactors, with numerous diagrams. He 
presented the accompanying table giving 
the principal factors relating to the five 
reactors. Only the pressurized water re- 
actor (Westinghouse-Duquesne) will be 
a commercial-scale power plant. 

There are three cost factors involved: 
(1) The atomic fuel, the cost of which 
may become almost negligible if the 
“breeder” principle is used; (2) the cost 
of operating and maintaining the reactor, 
which at present is probably high because 
of the poisonous nature of the fuel; and 
(3) the capital cost, which is also prob- 
ably higher than for the conventional 
steam plant. Since low fuel cost could be 
balanced by higher plant cost, operation 
and maintenance of the reactor seem the 
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crux of the problem. Mr. Weinberg states : 


The five types of reactors... fall into 
two groups: those using water as the 
coolant and those using a liquid metal 
coolant, such as sodium. Within each 
category, of course, there are many pos- 
sible variations: for example, a given 
type of reactor may use uranium or 
thorium as the fuel, it may breed or 
regenerate fuel or operate only on its 
original charge, and so on. The un- 
knowns being investigated are mainly 
engineering questions : How practical is 
sodium as a coolant? How long can a 
high-pressure radioactive water system 
be kept leakproof? Will the slightly 
radioactive turbine or the steam boiler 
be an important maintenance problem? 


These various problems are discussed 
in some detail, pointing up the advantages, 
disadvantages, and potential refinements 
of the five projects. He concludes that 
within five years the development of these 
reactors will greatly clarify the engineer- 
ing and cost problems in connection with 
commercial atomic power. 


HE wide interest of the utility com- 

panies in atomic power based on the 
fission of heavy elements should not ob- 
scure the possibility that other basic dis- 
coveries may be in the offing. For example, 
the November 27th issue of Business Week 
mentions the idea of a “quantum jump” 
process, involving the “excitation” of a 
carbon atom and its resulting breakdown 
into atoms of hydrogen and boron, plus 


Plant Developer Heat Electricity Cost 
(Kilowatts) (Kilowatts) (Millions of Dollars; 

Pressurized water reactor .............. Westinghouse ...... 264,000 60,000 $85 
Experimental boiling-water reactor ...... PATOORNE 24.000002 20,000 5,000 17 
Sodium reactor experiment ............. North American ... 20,000 None 10 
Experimental breeder reactor—II .......Argonne........... 62,500 15,000 40 
Homogeneous reactor experiment—II ....Oak Ridge ......... 3,000 Not specified 47 
Homogeneous thorium reactor .......... OATRIERE 4 css cwes 65,000 16,000 
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16,000,000 electron-volts of energy. Thus 
the yield of coal or other fuels might be 
increased some eight thousand times— 
roughly similar to the uranium fission, but 
with a very cheap material. The theory is 
said to be sponsored by Colonel Harry 
Hardsog, former research and develop- 
ment officer of the Defense Department. 
Fairchild Engine & Airplane Corporation 
is reported to have retained Colonel Hard- 
sog to develop the project further. The 
idea is said to have been ridiculed by other 
nuclear scientists, but according to Busi- 
ness Week “some technical brass at the 
Pentagon think it has a_ reasonable 
chance.” 

The widespread interest in atomic en- 
ergy has led to employment by private 
business of some leading AEC scientists 
and administrators. 


+ 
A Recent Review of the 


Electric Power Industry 


W. PresspricH & Co., a New York 

e city investment banking house, re- 

cently issued an interesting review of 

the electric power industry, which is here 
summarized briefly. 

The study points out that in seventy-five 


years the electric light and power business 
has grown from Edison’s newly invented 
incandescent lamp to a gigantic industry 
with nearly $27 billion assets and serving 
50,000,000 American customers. In the 
last one-third of this period—since 1929— 
generating capacity has more than tripled, 
and kilowatt-hour output is now 5.4 times 
as large as in 1929. 

These figures include public as well as 
private power. But while the proportion 
of public power capacity (federal, state, 
and municipal) has increased from 7 per 
cent of the total in 1931 to 22 per cent 
last year, it is interesting to note that a 
large part of the energy produced by pub- 
lic power is marketed by the private com- 
panies under contract; on the basis of re- 
tail sales, public power accounts for only 
about 13 per cent of the total. 

Since the investor-owned utilities expect 
to double their present plant capability by 
1963, and since the Eisenhower adminis- 
tration favors a joint program of hydro 
development, it appears unlikely that there 
will be any further encroachment by pub- 
lic power over the foreseeable future, the 
study predicts. 

The rapid growth of electric output 
since 1930 has been due more to increased 
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family use of electricity (which has more refrigeration will be used in practically all 
than quadrupled) than to the increase in homes (instead of the present 90 per 
the number of customers (which has about cent), the number of home freezers will 
doubled). The price of one kilowatt-hour triple, ranges and water heaters almost 


has dropped to less than half the 1930 fig- double, while air conditioners will increase 
ure, and it is now the cheapest item in the eleven times. By 1964 there should be 66,- 


household budget in terms of 1939 prices. 000,000 home TV sets in operation, of 
which two-thirds will be color sets requir- 


rome in the electric equipment indus- ing twice as much electricity per set. The 
try forecast that in the next decade heat pump for combined heating and cool- 
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NOVEMBER UTILITY FINANCING 
PRINCIPAL PUBLIC OFFERINGS OF ELECTRIC AND GAS UTILITY SECURITIES 


Price Under-  Offer- Indicated 
To writing ing Moody Success of 
Date Amount Description Public Spread Yield Rating Offering 
Mortgage Bonds and Debentures 
11/10 $4.0 Sierra Pacific Power Ist 3%s, 1984.... 102 .68C 3.27% Baa b 
11/16 1.3 Shenandoah Gas—Units of $6.50 
Debentures (6% Due 1979) and One 
Share of Common Stock ......... 11.50 1.12 — — a 
Preferred Stocks 
11/23 1.0 Black Hills Power & Light 4.56 Conv. 
Prekermed (Pac 25) ss seccisascnss 25.50 80N 4.47 — a 
Earnings- 
Price 
Common Stocks—Subscription Offerings Ratio 
11/1 .2 Petersburg & Hopewell Gas ......... 11.75 N 5.11% 6.4% — 
11/9 6.8 National Fuel Gas ..............005 17.75 a 5.63 8.5 * 
11/24 17.4 Virginia Electric & Power .......... 29 .07C 4.83 7.6 ** 





* The issue was offered to stockholders on a 1-for-10 basis, with oversubscription, and without under- 
writing. ** The issue was offered to stockholders on a 1-for-10 basis, with oversubscription, rights ex- 
piring December 8th. a—Reported well received. b—Reported fairly well received. 


NOVEMBER NEW MONEY FINANCING 
(In Millions) 


Offered to Sold to Sold Total 
Stockholders Public Privately Financing 

Electric Companies 
MR Pree oe lcs ss leeaesaeucn saweneee — $2 $18 $20 
Belts So a rr eee ree _ 1 2 
SSIES css Sioa beweecwesisaess $17 — — 17 
MME PR feos a ape Se Gua eeeGe ee wies $17 $ 3 $19 $39 

Gas Companies 

PN Eo oo ats oo euuisn enewaeewe a $1 $1 $2 
RERIRIMIONIINC: So Sons ucwedssanareunaswxs _ — 1 1 
(COINS Sa, 2200 ea a apn oe ey einer nronnem $7 — — 7 
CS RE ee eRe oe ne $7 $1 2 $10 
Total Plectric’and Gas ....4...5.. 0000 $24 $4 $21 $49 





Refunding and miscellaneous financing included only $1,564,000 bonds and $465,000 preferred stock of 
electric utilities. 
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HISTORICAL YIELD TRENDS OF UTILITY SECURITIES 
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ing should be in use in over 500,000 
homes, and this piece of equipment alone 
may use 6 billion kilowatt-hours a year. 
With these and other new devices now be- 
ing developed, the home use of electricity 
is expected to rise from 2,458 kilowatt- 
hours per annum to 7,000 kilowatt-hours. 
In industry new methods of producing 
paper, synthetic textiles, and iron ore will 
greatly increase the use of electricity, and 
the growing use of automation in manu- 
facturing plants will require mcre power 
to service electric “brains” and machines. 

With this great increase in electric re- 
quirements the construction program in 
1953-63 may cost an estimated $50 billion, 
over half of which would be obtained 
through sales of securities to investors. 
This figure compares with the $16 billion 
securities sold by the industry in the post- 
war period. The article concludes: 


It seems evident that the electric 
power industry has not only weathered 
the vicissitudes of the past seventy-five 
years in splendid fashion—having ex- 
panded three times as fast as the aver- 
age of all industries since 1900—but 
faces a dynamic future outlook well 
equipped to keep pace with the tremen- 
dous demand for more and more elec- 
trical energy from the multiplying hu- 
man effort of a vigorous American 
economy. 


> 


Improving Reports to 
Stockholders 


T a recent meeting of the annual 

finance conference of the American 
Management Association, M. Dutton 
Moorehouse, president of the National 
Federation of Analysts Societies, dis- 
cussed improvements which might be 
made in annual reports to stockholders. 
He criticized some recent attempts to 
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oversimplify reports and to discount the 
intelligence of stockholders, remarking 
that “the comic book type of report is the 
worse.” He also held that pictures should 
be of practical use, not merely artistic: 
“Happily the tendency to load the annual 
report with pictures to the exclusion of 
factual information seems to have died 
out, and they are serving the very proper 
purpose of making the report more under- 
standable. Illustrations when used should 
be related to the company’s operations.” 

On the other hand, tables and charts 
should not be designed for technicians, 
but should be designed so that the average 
stockholder could understand them easily. 
He indicated that while there is necessarily 
some conflict of interest between the typi- 
cal stockholder and the financial analyst, 
he thought this could be met by slanting 
the president’s preliminary summary or 
“message” toward the smaller stockholder, 
while the more detailed discussion and 
factual presentation designed for the large 
stockholder and the analyst could foliow 
this message—or better yet be incorpo- 
rated in a supplemental statistical report 
or data book. The practice of preparing 
such reports is now increasing. (Some 
utilities issue these booklets only on spe- 
cial occasions, such as a due diligence 
meeting or a talk before an analysts’ 
society—we suggest that it would be bet- 
ter practice to issue them annually in 
limited edition form, made available on 
request. ) 


M®* MoorEHOUSE held that the man- 
agement should give more attention 
to the general desire to compare the com- 
pany with similar companies—in other 
words, the figures and financial informa- 
tion should be comparable with industry 
practice. (We might mention, as an ex- 
ample, that a few utility companies do not 














include income taxes with operating ex- 
penses, which is confusing in view of the 
general practice of doing so. ) 

He suggested that the report should in- 
clude a “full discussion of industry con- 
ditions affecting the company’s opera- 
tions.” Also, the management should not 
shrink from mentioning unfavorable 
factors—‘“‘it’s unfortunate that many 
managements seem to ignore the fact that 
the stockholder is entitled to know the bad 
as well as the good.” 

Mr. Moorehouse referred to the fact 
that some companies fail to include in the 
stockholders’ report valuable statistical 
information which the sophisticated stock- 
holder or analyst can find in the 10-K 
report to the SEC, Moody’s Manual, etc. 
(In the case of utility companies he might 
have mentioned also the annual statistical 
reports furnished by almost all electric and 
gas utility companies to the insurance 
companies, the Edison Electric Institute, 
and security analysts who request them.) 


FINANCIAL NEWS AND COMMENT 


H: also urged a frank discussion of the 
management’s financial policies. In 
addition to dividend policies, capital re- 
quirements, and new financing plans, the 
analyst wants to know what the company 
intends to do with retained earnings and 
what rate of return is expected on pro- 
posed new investments. Any proposed 
changes in the corporate setup or business 
should be discussed. “The stockholder is 
interested in the future.” He remarked, 
“too often the annual report is limited to 
what has happened in the past, but the past 
and present are only of significance to the 
analyst as a guide in helping to appraise 
the future. Annual reports, therefore, 
should be as helpful as possible in pointing 
out changes in trends which might impair 
the significance of past experience. Al- 
though we realize the reluctance of 
management to forecast, some discussion 
of the long-range objective and manage- 
ment philosophy is desirable and will be 
most welcome.” 


DATA ON ELECTRIC UTILITY STOCKS 


1953 12/1/54 
Rev. Price Div. 
(Mill.) About Rate 
$223 S American Gas & Elec. ..... 40 $1.80 
31 O Arizona Public Service .... 23 .90 
8 O Arkansas Mo. Power ..... 22 1.12d 
25 S Atlantic City Blec, .:.....« 35 1.60b 
5 O Bangor Hydro-Elec. ...... 33 1.80 
4 © Black Hills P.& L. ....... 23 1.28 
62° S Boston Edison .......0665% 54 2.80 
18 A Galit. Blec: Power ......... 114 .60 
14 -© Cait Orecon Pr... ccs. 30 1.60 
6 O Calif.-Pacific Utilities ..... 26 1.40 
Se S (Garolina bP) Oy o.sccees se 23 1.00 
21 S Central Hudson G.& E.... 15 70 
15 © Central lll. B&G. ......... 31 1.60 
29S Gentral 1 Light .......... 46 2.20 
20 Ss: Wenteakw, PS. os. ccs 24 1.20 
9 O Cent. Louisiana Elec. ...... 25 1.20 
27 O Central Maine Power ..... 24 1.20 
96 S Central & South West .... 30 1.32 
9 O Central Vermont P. S..... 17 92 
so S Cihemnat’G. © EH. .....0. 24 1.00# 
® © Grtiens Utilities... ss... 0 17 48a 
91 S Cleveland Elec. Illum. ..... 64 2.60 
3 O Colorado Cent. Power ..... 27 1.20 
32 S Columbus & S: 0. E. ..... 30 1.60 
329 S Commonwealth Edison .... 44 1.80c 
10 A Community Pub. Serv. .... 23 1.00# 











Cur- Share Earnings* Price- aon Moody 
rent Cur. % In- 12 Mos. Earns. Pay- Bond 
Yield Period crease Ended Ratio out Rating 
4.5% $2.39** D5 Sept. 16.7 75% — 
3.9 1.47 28 Sept. 15.6 61 — 
Bk 1.82 17 Sept. 12.1 62 — 
4.6 2.03 17 Oct. 172 79 Aa 
5.5 2.38 24 Sept. 13.9 76 — 
5.6 210° NC Aug. 11.0 61 -- 
52 323 8 Sept. 16.7 87 Aaa 
52 43 DId Sept. 15.3 80 A 
53 7s 35 Sept. 16.9 90 A 
5.4 2.09** 3 Sept. 12.4 67 Baa 
4.3 1.63 10 Oct. 14.1 61 A 
4.7 95 30 Sept. 15.8 74 — 
52 2.10 1 Sept. 14.8 76 A 
48 3.03 S Oct. Toc 73 Aa 
5.0 1.83 30 Sept. 131 66 A 
48 1.45 3 Sept. 17.2 83 Ba 
5.0 1.81 36 Oct. 133 66 A 
4.4 1.90 10 Sept. 15.8 69 — 
5.4 1aizZ 26 Oct. 15:2 82 A 
4.2 1.65 13 Sept. 14.5 61 Aaa 
5.8a 1.05 8 Sept. 16.2 46 Baa 
4.1 3.90 D3 Sept. 16.4 67 Aaa 
4.4 1.62 17 June 16.7 74 -- 
5.3 1.88 1 Sept. 16.0 85 A 
4.1 2.54 12 Sept. 9 71 Aaa 
4.3 1.61 D3 Sept. 14.3 62 = 
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(Continued) 4 : 
Concord Electric ......... 38 
Connecticut L. & P. ...... 19 
Connecticut Power ........ 42 
KGBRSOL, SMIGON: oes sss<<ae 45 
Consol. Gas of Balt. ...... 30 
Consumers Power ......... 46 
Ue Ae are 42 
Delaware P. @& L. 2.2... 31 
Detroit Edison ........... 34 
Duke Power ............. 51 
Duquesne Light .......... 34 
Eastern Util. Assoc. ...... 33 
Edison Sault Elec. ........ 12 
OU Soo) 0 |" 34 
Empire Dist. Elec. ........ 25 
Fitchburg G. & E. ........ 52 
Florida Power Corp. ..... 36 
Piorida P) & i. .....6.000 54 
General Pub. Util. ........ 34 
Green Mt. Power ......... 33 
Gulf States Ubi. ......... 32 
elcriccd 3) Aer 55 
Haverhill Elec. ........... 41 
ef rc) 2 J ep 39 
Housatome P.S. ....2.... 25 
Idaho Power .........0. 54 
Siltinois Power .... 2.2... 47 
Indianapolis P. & L. ...... 24 
Interstate Power ......... 13 
Towa Elec. L.& P. ........ 24 
fowa-10. G: & FE. ........2 30 
Towa Power & Light ...... 27 
Iowa Pub. Service ........ 32 
Iowa Southern Util. ...... 21 
Mansas (sty P.& LL. ...... 38 
Kansas Gas & Elec. ....... 50 
eness Pew Tt. ous .s 22 
Kentucky Utilities ........ 24 
Lake Superior D. P. ...... 36 
Lawrence Electric ........ 27 
Long Island Lighting ..... 21 
Louisville G. & E. ........ 44 
owe Fer Lt... ws 6ssce 56 
NOPE ES Es sscasies acces 30 
Madison G. & FE. ......5.5.. 39 
Maine Public Service ..... 26 
Michigan G. & E. ........ 37 
Middle South Util. ....... 31 
pannesota Pe 1. 5.6.02 22 
matcs, Valley P23. 2.0000 25 
Basssottrs B.S. cocks scwsse 36 
Missouri Utilities ......... 22 
Montana Power .......... 36 
New England Elec. ....... 17 
New England G. & E...... 18 
New Orleans P. S. ....... 45 
Newport Electric ......... 37 
N. v. Sinte FG Gas, .... 39 
Niagara Mohawk Power .. 31 
Northern Ind. P. S. ...... 32 
Northern States Pr. ...... 16 
Northwestern P. S. ....... 15 
CCGG 2 44 
Oklahoma G. & E. ........ 31 
Otter Tail Power ......... 27 


DECEMBER 23, 1954 





PUBLIC UTILITIES FORTNIGHTLY 


Share Earnings* 
12 Mos. 
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Oct. 
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Sept. 
Sept. 
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Sept. 
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Sept. 
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June 
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Oct. 
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Sept. 
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Dec 
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FINANCIAL NEWS AND COMMENT 
Divi- 
and 1 « So Ge aie in com Pee foe 
(Mill. (Continue ) About Rate Yield Period crease Ended Ratio pon Rating 
Ot SB «Pacihe Gi ©& By .ksice sees 44 220 = & 5: 2.79 7 Sepe 158 79 Aa 
Bo °O) PaCihe Bie Ly, occccsassicic 23 120) | 52 154 D110 Aug. 149 78 Baa 
106 S Penn Power & Light ..... 44 240 535 2.88 21 Sept. 15.3 83 A 
8 A Penn. Water & Power.... 46 2.0 43 2.07 DS June 2a2 WW 
7 S Philadelphia Elec. ........ 38 §=6.180 0 = 4.7 2.39** 2 Sept. 15.9 75 Aaa 
27 O Portland Gen. Elec. ...... 21 100 48 1.38 12 ~— Sept. 152 72 Baa 
50 S_ Potomac Elec. Power ...... 20 100 50 1.21 10 = Sept. 165 83 #£4Aa 
So ss Bub Serv: OF Colo, i.:.64.0: 43 160 3.7 2.38 1 Sept. 18.1 67 #£xAa 
230 S Pub: Serv. GG E. ..6c.3ss 28 «#4160 8657 1.83 8 = Sept. ins 8% Aa 
59 S Public Serv. of Ind. ...... 40 200 50 2.35 2 ~~ Sept. 170 85 Aa 
21 O Public Serv: of N. H...... 17 90 53 1.14 Zi = Oct 149 79 A 
8 O Public Serv. of N. M..... 13 68 52 88 22 ~—s Sept. 148 #77 — 
20 O Puget Sound P.& L....... 34 16400 48 1.94 14 — Sept. 175 85 Baa 
46 S Rochester G. & E. ........ 44 224 51 3.11 D10 Sept. 14.1 72 
12 © Rockland... Py... sce: 17 60 3.5 68 D4 ~—Ss Tee. 2.0 88 A 
ZS Sti josepn GCP. 6.6060: Za 120 55 1.78 5 Sept. 124 67 A 
36 S San DiegoG.& E......... 18 80 44 1.29 24 Sept. 140 62 #£=x29Aa 
7 ‘O° Sierra Facihe Pr. 2.6.60: 34 200) «58 242 D16 ~ Sept. 140 83 Baa 
140 S So. Calif. Edison ......5.. 45 2.00 44 2.78 25 Sept. 16.2 72 #£4xAa 
29 S So, Carolina Ee &G:....... 18 80 44 1:37 63 ~—- Sept. 13.1 58 Baa 
5 O Southern Colo. Pr. ....... 15 70 47 1.21 7 ~=Aug. 124 58 — 
180 S Southern Company ....... 18 80 44 1.30 7 Oct 138 62 — 
13 S_ So. Indiana G. & E. ...... 2 150 5S4 2.15 13 Oct 13.0 70 £=Aa 
3 O So. Nevada Power'........ 17 80 47 139 NC Mar. 122 Ss — 
1 O Southern Utah Power .... 14 100 7.1 89 D35 Sept. 157 112 
3 O Southwestern E. S. ....... 19 100 53 1.58 11 = Aug. 1220 6 — 
31 S Southwestern P. S. ....... 26 ise 51 1.75 15 Aug. 149 75 A 
17 A Tampa Blec: .....6620508. 72 280 3.9 3.88 6 ~— Sept. 186 72 Aa 
109 S Texas Utilities ........... 572.3241 3.71 19 Sept. 154 63 Aa 
34 S Toledo Edison ............ 14 70 5.0 1.00 10 = Sept. 1440 70 A 
10 O TucsonG.E.L.&P....... 233 «104 = 4.5 1.62 16 — Sept. 42 64 — 
103 S Union Elec. of Mo. ...... 2 120 43 1.60 26 = Sept. 175 75 Aa 
27 O United Illuminating ....... 52 2.50t 48 2.89 6 Dec. 1830 87 — 
2 O Upper Peninsula Pr. ...... 25 140 5.6 2.62 150 July 95 53 Baa 
30 S Utah Power & Light ...... 40 2.00 5.0 2.74 12 Oct: 14.6 73 A 
84 S Virginia E.& P. ......... ol 140 45 Vad § 30 = Oct. 37 @ Aa 
22 S Washington Water Pr. .... 32 1.70 5.3 1.85 10 Oct. 73 92 A 
115 S West Penn Elec. ......... 46 240 52 3.65 7 ‘Sept. 1226 6 — 
62 O West Penn Power ........ 46 2.40 52 2.86 11 Sept. 16.1 84 Aa 
9 O Western Lt. & Tel. ........ 27 160 5.9 2.29 D10 ~~ Sept. 118 70 A 
22 O Western Mass. Cos. ....... 40 200 5.0 2.84 14 — Sept. 41 NOS 
84 S Wisconsin Elec. Pr. ....... 31 150 48 2.00 D7 Sept. mS % 
32 O Wisconsin P. & L. ....... 25 Ze 8 654 1.68 1 Sept. 149 76 A 
30 S Wisconsin Pub. Ser. ...... 20 110 865.5 1.54** D7 Sept. 13.0 71 A 
BNGPAQES: 5osaseses 5.0% 15.0 73% 
Foreign Companies 
$219 S American & Foreign Pr... 14 $ .75e 5.4% $2.40 10% June 58 3% — 
116 A Brazilian Trac. L.& P..... 7 1.00£ 143 140 D53 Dec. 5.0 71 oe 
56 A British Columbia Pr. ..... 25 1.00 4.0 1.47 15 Dec. 170 6 — 
15 A Gatineau Power .......... 2 120 43 1.77 10 ~=— Dee. 15.8 68 Baa 
Oo. OO ‘Mexican 8: ©. ccc cas 10 _— _ — - — - —- — 
9 A Quebec Power ............ 25 1.20 48 157 23 Dec. 15.9 76 Baa 
42 A Shawinigan Water & Pr... 55 145 2.6 2.26 17 Dec. 24.3 64 Baa 
B—Boston Exchange. A—American Stock Exchange. O—Overcounter or out-of-town exchange. S— 
New York Stock Exchange. D—Decrease. NC—No comparable figures available. *If additional common 
shares have been recently offered, earnings are adjusted to give effect to the offering. Percentage change 
is in the net income available for common stock. Tax savings resulting from accelerated amortization of 
defense facilities are excluded (when separately reported). **Based on average number of shares. a—Also 
regular annual 3 per cent stock dividend, which is included in the yield. b—Also 5 per cent stock dividend. 
c—Also 1/25 share of Northern Illinois Gas for each share of Commonwealth Edison. #—Also occasional 
stock dividends. +tEstimated. NA—Not available. d—Also 8 per cent stock dividend. e—Includes 15 cents 
extra. f—Approximate equivalent in cash and stock. 
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What Others Think 


Has Regulation Veered from Its Objective? 


AX analysis of the problems of utility 
rate regulation, if it is to be search- 
ing enough to provide guideposts to sound 
action in living with regulation, must be 
based on an understanding of the reason 
for the existence of such régulation. Stat- 
ed simply, public regulation was original- 
ly conceived as a substitute for competi- 
tion. When it was realized that direct 
competition within the public utility in- 
dustry would be an unstable condition, it 
was decided that for these industries mo- 
nopoly was in the best public interest. A 
system of public regulation was devised 
that would place on the utility the same 
controls and prods which competition 
places on nonregulated industry. 

F. Warren Brooks, vice president of 
Cleveland Electric Illuminating Com- 
pany, is one of the most articulate ex- 
ponents of the minority viewpoint that 
regulation need not and should not go 
further than this; that regulation under 
the American economic system is only 
justified as a substitute for competition. 
In a recent address presented at the Irving 
Trust Company’s public utility financial 
seminar, Brooks suggested that the cur- 
rent regulatory formula and practices em- 
ployed in fixing rates “have moved so far 
away from the fundamental basis justify- 
ing the existence of regulation that this 
basis is scarcely discernible in much of the 
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operation of the regulatory process to- 
day.” 

Some outstanding early cases indicate 
that, while fair regulation has been and 
always will be a difficult process, it is not 
impossible. The Smyth v. Ames decision 
of the U. S. Supreme Court in 1898 
Brooks said, was a real step in the direc- 
tion of sound economics in public utility 
regulation. In listing the many factors of 
valuation that a commission must consider 
in order for the results to yield a fair re- 
turn on the fair value of a utility prop- 
erty, the decision showed that regulation 
would not be an easy job. It also indicated 
the necessity for trained people on the 
staffs of the utility commissions. Far 
from hamstringing commissions with 
complicated matters of law, accountancy, 
engineering, and economics, in reality 
Smyth v. Ames simply recognized that 
regulation was complicated and not sub- 
ject to a simple formula method that could 
be applied with equity in all cases or at all 
phases of the economic cycle. 


or court decisions strength- 
ened the regulatory philosophy im- 
plicit in Smyth v. Ames. Specifically, 
Brooks cited the Knoxville Water Com- 
pany Case (1909), in which it was defi- 
nitely determined that depreciation 
should be deducted, and that actual de- 
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preciation as determined by investigation 
should be considered for the purpose of a 
rate base rather than past accounting pro- 
visions. For the next twenty-five years, 
Brooks noted, the U. S. Supreme Court 
quite consistently treated the matter of 
the depreciation deduction as a physical 
and economic fact determinable by com- 
petent valuation engineers. 

Where Smyth v. Ames forced the state 
commissions to consider the economic 
factors in rate base valuation and the 
Knoxville Case set up sound principles for 
the determination of the depreciation de- 
duction, the Bluefield Case in 1923 accom- 
plished the same purpose for the rate of 
return. In that case, the court found that 
a utility was entitled to a rate “equal to 
that generally being made at the same time 
and in the same general part of the coun- 
try on investments and in other business 
undertakings which are attended by cor- 
responding risks and uncertainties.” Thus 
judicial recognition was given to the fact 
that utilities must compete for capital in 
the same markets as unregulated industry. 
It was pointed out by the court that the 
reasonableness of a particular rate of re- 
turn would change as changes occurred in 
the opportunities for investment, the 
money market, and business conditions in 
general. 


NFORTUNATELY, said Brooks, the 

sound framework created by these 
decisions has since become “warped” in 
many jurisdictions and in some cases so 
twisted as to bear little resemblance to 
sound economics. Reviewing the last 
twenty years, Brooks stated: 


... The economic theorists, in their 
search for the cause of the debacle of 
1929 and its aftermath, concluded that 
the federal government should have a 
leading role in regulating the operation 
of the business system. Their conclu- 
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sions and their theories were applied by 
the administration in power, and, as a 
result, regulation of industry in general 
was increased in scope. This philosophy 
was reflected in the decisions of regula- 
tory bodies as well as in the rulings of 
the courts. ... 

Thus in the period between 1933 and 
the Hope Natural Gas Case in 1944 be- 
gan the doctrine of “end result” and the 
administrative phase of regulation. 
Commissions were freed from what the 
academic fraternity called “the shackles 
of the rule of Smyth v. Ames.” Only 
in cases of obvious injustice would the 
courts interfere with rulings of the reg- 
ulatory bodies. The method of deter- 
mining “end result” was not important 
—even if sound business and economic 
precepts were ignored—as long as the 
utility was unable to prove to the court’s 
satisfaction that its property was being 
confiscated. 

In this changed economic atmosphere, 
with the courts abdicating their review 
authority to the commissions, what 
happened to regulation? Did the new- 
found freedom of action granted to the 
commissions result in equitable regula- 
tion? Did the regulatory treatment of 
utilities follow the original concept of 
substitution of control for competition > 
The simple answer is “No.” 


|. ae believes the utilities themselves 
must share a large part of the blame 
for what he calls the “punitive” era of rate 
regulation. He noted that in the years 
preceding 1930 there was much that was 
wrong with the kinds of rate case pres- 
entations and claims made by many utility 
companies. Misuse of the method of 
valuation was one glaring fault, he stated. 
He believes that part of this may have 
been inspired by the tendency of the com- 
missions to take a middle ground between 
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respective claims of utility companies and 
Opposition witnesses in reaching a deci- 
sion. Thus the respective parties in a rate 
case were prone to put in inflated and de- 
flated claims in anticipation of the com- 
mission doing something like adding to- 
gether and dividing by two. 

Furthermore, with respect to deprecia- 
tion during this period, engineers often 
took substantial liberties with what would 
now be considered the realities. Brooks 
noted instances of fifty to seventy-five 
year old office buildings considered in 98 
per cent condition. Over-all condition of 
utility property was seldom conceded to be 
less than 90 per cent. Functional deprecia- 
tion and obsolescence were either not well 
understood or else were often ignored or 
minimized as far as deduction was con- 
cerned. “Thus, though much of the bad 
regulatory law of the past two decades has 
been due to the general political atmos- 
phere,” Brooks said, “still for nearly every 
case of bad law which has been written, it 
is usually possible to find either a case of 
bad proof by the utility or no proof at all 
and the point has been lost by default.” 


5 ieee most obvious manifestation of the 
change in regulatory climate has been 
the gradual whittling away at the rate 
base, Brooks continued. Following the 
Hope Case, there was an almost whole- 
sale rush by regulatory bodies towards 
original cost as the method of rate base 
determination. In an inflationary period, 
the result, of course, has been the holding 
of rates to levels that get progressively 
more uneconomic as the inflationary spiral 
continues. Along with this development, 
Brooks said, has been the tendency to coin 
new definitions of depreciation “‘to accom- 
modate the purposes of those fostering a 
particular brand of rate making.” The 
most common of these is that deprecia- 
tion is the expiration of service life, meas- 
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urable on a definite time schedule, usually 
by means of mortality curves. “Obvious- 
ly, if this is true,” said Brooks, “a de- 
preciation reserve would measure true de- 
preciation if the annual accruals were cor- 
PECL. 

The definition was coined for the pur- 
pose of drawing that conclusion. But the 
result of the acceptance of these theories 
was definitely a further lowering of the 
rate base with its consequent effect on 
holding rates down.” 

Advocates of original cost and the de- 
duction of the accounting provisions for 
depreciation justify both concepts on the 
grounds of simplicity of administration 
and equity to the ratepayers. Brooks con- 
ceded that these methods make regulation 
easier, but added that only by happen- 
stance do they ever result in equitable 
treatment of regulated companies. “When 
regulation is made so easy,” he said, “‘it is 
not necessary to worry about whether 
qualified people are hired as regulators. 
No expert opinion is needed, or even want- 
ed, if regulation is to become the mere 
application of a fixed formula to hold good 
even though changed conditions may 
make the results of such application seem 
ridiculous.” 


AX for the equity argument, Brooks 
pointed out that a basic rule of equity 
long since established holds that if the 
equities for one party are to be considered, 
then the equities for both parties must be 
considered in order that there may be a 
balancing of equities. ‘Those who claim 
that strict observance of original cost will 
result in equity to the investor and con- 
sumer in all phases of the business cycle 
are ignoring reality,” he declared. “The 
consumer, under original cost, will always 
get lower rates than are warranted by the 
economic facts as long as price trends con- 
tinue upward. The investor in utility 























equities will, under the same circum- 
stances, always receive less than competi- 
tive conditions would justify as his eco- 
nomic reward for risk taking. If price 
trends move downward, the exact op- 
posite situation would theoretically occur 
—consumers would pay higher rates than 
economically justified while investors 
would receive an excessive return.” 

The current value rate base, or repro- 
duction cost, recognizes the parallel eco- 
nomic factors under which regulated in- 
dustry must operate, no matter which 
phase the business cycle may be in. But 
the really strong argument for the value 
rate base, according to Brooks, is that it 
sticks strictly to the original purpose of, 
and justification for, regulation by limit- 
ing regulation to those factors whose 
benefits might otherwise be lost by elimi- 
nating competition. Brooks believes the 
trend from value to cost in rate bases must 
be reversed if there is to be economic 
soundness in the regulatory process. 


ore areas where the regulation 

process has veered from adherence to 
its fundamental purpose were described 
by Brooks. He examined in detail the use 
in some jurisdictions of what he calls the 
“fallacious concept of measuring depre- 
ciation by the size of the accumulated ac- 
counting reserve.” The equity argument in 
favor of the customer which is used to sup- 
port the deduction of depreciation reserve 
is that the customer has supplied the money 
for the accruals through the medium of 
rates. Therefore, the utility should not be 
permitted to pyramid earnings from re- 
turns on property constructed from funds 
collected from customers in advance of 
need. 

While this is a correct statement as 
far as it goes, Brooks pointed out that 
there are several other equities which must 
be considered if this decision is to be 
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made on an equitable basis. He explained : 


The first counterbalancing equity to 
keep in mind is the fact that deprecia- 
tion reserve funds are not always fully 
invested in property. During a period 
of rapid expansion, such as the pres- 
ent, they do more frequently tend to 
be fully invested, but during static pe- 
riods the investments of such funds tend 
to lag far behind their provision from 
revenues, Furthermore, depreciation 
reserve moneys are always substantially 
disinvested whenever there is an issue 
of new securities. Securities are sold 
in substantial size blocks providing ex- 
cess cash available for investment for 
some reasonable period in the future. 

Obviously, if the utility has not ac- 
tually invested the funds in property, 
it should not be charged with earnings 
on the fund. It follows that the deduc- 
tion of the depreciation reserve, to the 
extent that such reserve is not fully in- 
vested, amounts to nothing less than 
confiscation of the company’s property. 

A parallel situation exists with re- 
spect to the claim heard so often in re- 
cent years, and indeed often applied, 
that tax accruals should be considered 
to supply the necessary cash element of 
working capital, or at least an offset 
against the requirements for such work- 
ing cash. 

There are many other aspects to the 
equity arguments, such as who takes the 
risk involved in the operation of prop- 
erty built with depreciation reserve and 
other funds, and who should be com- 
pensated for assumption of this risk. 

There is also the matter that a utility 
plant does not always and continuous- 
ly earn a full rate of return. Whenever 
this occurs, to the extent of the de- 
ficiency it is clear that the customers are 
not providing the depreciation accruals 
and there is no equity in deducting the 
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“IT’S A PERSON-TO-PERSON CALL, OPERATOR” 


portion of reserve not provided by the 
ratepayers. 


oe trend in regulation concerns 
the rate of return and the applica- 
tion of the Bluefield test of correspond- 
ence with earnings of other companies 
with comparable risk. Instead of using 
unregulated industry as a yardstick, as 
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was done in the Bluefield Case, almost uni- 
versally the yardstick has been other util- 
ity companies. So, if the earnings of oth- 
er utility companies are depressed, the 
yardstick on rate of return indicates a cor- 
respondingly low rate of return to be re- 
quired. The more utility earnings become 
depressed, the less rate of return is indi- 
cated to be required. Said Brooks : “There 

















certainly is no objectivity in the use of 
such a yardstick.” 

Brooks also noted attempts to limit the 
rate of return to the bare costs of capital, 
without recognition of need to make ap- 
propriate reservations to surplus and with- 
out considering reward for efficient man- 
agement. There have also been cases 
where even the demonstrable costs of 
financing have either inadequately been 
reflected or ignored completely. One of 
such misleading fallacies, Brooks con- 
tinued, is the “You’re Not Hurt if You 
Can Sell It” approach. The argument 
here is that a utility company has no rea- 
son to be concerned if it can successfully 
sell the securities necessary to finance its 
expansion. The trouble with this theory, 
said Brooks, is that it overlooks the basic 
test of fair return prescribed in the Blue- 
field Case; namely, “earnings equal to 
those generally being made at the same 
time and in the same general part of the 
country on investments in other business 
undertakings which are attended by cor- 
responding risks and uncertainties.” 


Ree Brooks spoke critically of a 
practice sometimes used by the Federal 
Power Commission staff. The FPC staff, 
he said, “take the market evidences of the 
cost of money, but combine them, using 
weightings derived from book capital 
structure ratios rather than from weight- 
ings derived from the market prices. This 
is really a very neat trick, because it can 
be demonstrated that if the resulting rate 
of return is applied to an original cost type 
rate base, and the test company’s yield 
rates and earnings price ratios are similar 
to those used for comparison, it will in- 
variably result in the indicated need for a 
rate reduction so long as the market value 
of the securities is in excess of the book 
value of the same securities.” 

The utility companies have to share the 
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blame for the widespread adoption of 
these unsound theories and _ practices, 
Brooks told the seminar. He noted that 
they did not, in any concerted fashion, 
vigorously fight the application of these 
theories and practices, in part due to the 
fact that price levels were relatively stable 
at that time. Furthermore, technological 
progress, particularly in the electric utility 
industry, had been so rapid that the re- 
sult of a particular rate action had not 
often had long-term significance. “Initial- 
ly the utility companies were not far- 
sighted enough to see how the use of these 
unsound theories and practices might en- 
danger the very foundations of private 
ownership in the utility industry,” Brooks 
said. “A growing segment of the industry 
is quite aware of that danger now.” 
The solution lies in clear-cut recogni- 
tion of the situation, sound thinking out 
of the economic facts, adequate prepara- 
tion of proof, and meeting the issues 
squarely, head on, Brooks stated. Not 
only does the utility industry have the job 
of correcting unsound practices which 
have crept into regulation in the past 
twenty years. It also has some new prob- 
lems for which it must plan sound solu- 
tions and then develop the necessary sup- 
port to sell these solutions to regulatory 
bodies. Prominent among the new prob- 
lems are those relating to the measure- 
ment of depreciation expense when there 
are long-term or permanent changes in the 
purchasing power of the dollar. 


| glepemerigae accounting based on the 
original cost of property does not 
charge the true cost of property being con- 
sumed when there has been a substantial 
change in the value of the dollar, Brooks 
stated. Nevertheless, the original cost 
basis is that prescribed by presently ac- 
cepted methods of accounting for depre- 
ciation and this basis is required in the 
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computation of depreciation for tax pur- 
poses. 

“It is becoming recognized in more 
and more areas,” Brooks said, “‘that this 
is a glaring defect in the currently ac- 
cepted accounting practices.” He pre- 
sented a hypothetical case where there has 
been a decline of 50 per cent of the pur- 
chasing power of the dollar. In this situa- 
tion, if depreciation is based on original 
cost of the property, the number of dol- 
lars charged would then be able to restore, 
and thus be equivalent to, only half as 
much property as that whose economic 
consumption was intended to be charged 
to the year. Thus, in this case, property 
assets are being used up at a faster long- 
term average rate than that at which com- 
pensation is provided through current de- 
preciation charges. If continued, this 
would mean a progressive impairment of 
the capital assets due to inadequate res- 
toration of the loss occurring through de- 
preciation. When this occurs, it is clear 
that depreciation charges have understat- 
ed the true costs which results in over- 
statement of income. The overstated in- 
come in turn results in income taxes in 
part assessing an undue capital levy. The 
upshot is unsound pricing policies in rate 
regulation unless correction is made. 


| enema the amount of true or 
economic depreciation is a relatively 
simple matter, Brooks continued. It in- 
volves an adjustment of the original cost 
depreciation for the change in the purchas- 
ing power of the dollar which has taken 
place subsequent to the date of origin of 
the various vintages of property. “Use of 
the adjusted basis is necessary for us to 
know the true results of operation,” he 
said. “Its use should be allowed for tax 
purposes in order that taxes may be levied 
on true income and not be in part, as at 
present, a levy on capital. Finally, recog- 
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nition of the true depreciation expense 
should be given by rate regulatory bodies 
in fixing rates.” 

With respect to this last point, Brooks 
said he believes the gaining of recogni- 
tion in rate making is more a matter of 
proof of the magnitude of the true ex- 
pense than it is a matter requiring change 
in regulatory law. 


I’ view of the substantial problems in cor- 

recting many trends of the past twenty 
years and the new problems facing the 
utility industry which have been added to 
make the job more difficult, where does 
the industry really stand today? On this 
score, Brooks was something less than op- 
timistic. “. . . the facts clearly demon- 
strate,”’ he told the seminar, “that the util- 
ity industry in general has made a sub- 
stantial start down the road of financial 
deterioration. This trend, if unchecked by 
aggressive action to restore earnings to 
more adequate levels and maintain them 
at such levels, is bound to have the most 
serious of ultimate consequences. There 
fortunately is some evidence that the trend 
is beginning to be checked, but the coun- 
teraction to date hasn’t been adequate.” 
He continued : 


Not only are present utility earnings 
in general demonstrably inadequate by 
objective comparison with the earnings 
of comparable unregulated industry, 
but due to the defects we have men- 
tioned in the accepted accounting prac- 
tices of measuring income our financial 
statements show earnings that are ma- 
terially in excess of true earnings—in 
fact, so much in excess of true earnings 
that some companies are actually pay- 
ing out capital in the guise of dividends. 
Based on some studies we have made of 
typical utility companies, any company 
which today is paying out more than 75 
per cent of its reported earnings in divi- 























dends had better take a good look to 
check whether it is not, in fact, paying 
out capital in the guise of dividends. I 
am sure that some companies are, and 
perhaps unknowingly. The assets of 
such enterprises are thus being dissipat- 
ed, perhaps slowly, but none the less 
surely. 


There are too few utility executives who 
are as fully aware of the existence and the 
effects of this situation as they should be 
to meet the challenge soundly, Brooks 
said. 

Reciting some basic statistics, he point- 
ed out that since 1940 purchasing power 
of industrial earnings has increased 41 
per cent up to the first quarter of 1954, 
while during the same period purchasing 
power of utility earnings has declined 20 
per cent. ““This comparison becomes even 
more significant and startling when it is 
realized that earnings computed today un- 
der present accounting methods are sub- 
stantially overstated,” he declared. “This 
doesn’t indicate a very attractive picture 
with respect to the financial progress of 
our industry. It is the result of regulation 
which has gone much further than provid- 
ing a substitute for competition.” 


yoo this bleak picture, Brooks be- 
lieves the utilities can do much to help 
themselves. He suggested that the first 
job, obviously, is for utility executives 
themselves to know the facts; second, to 
develop sound proof of every issue in- 
volved in a prospective rate action; next, 
to develop a sound defense against the type 
of evidence likely in the particular juris- 
diction to be offered in opposition. Final- 
ly, Brooks warned against the hazard of 
claiming too much. He stated: 


... The responsibility of management to 
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prove a good case cannot be overem- 
phasized. The job of proof is admittedly 
much tougher when your claims are ex- 
actly what you must end up with. If 
there is no fat in your claims you ob- 
viously cannot afford to lose on even one 
issue of importance. Tough as it is, lam 
convinced that this is the only sound 
course to pursue. It is almost without 
exception obvious to the commission 
and others when a company is over- 
claiming. In contrast, a history of never 
overclaiming, and a consistent prac- 
tice of introducing proof so compelling 
that the commission may be confident 
its decision, if it holds . . . will not be 
upset in a higher court on appeal, is 
bound in the long run to pay handsome 
dividends in successful rate actions. The 
history of the recent cases indicates that 
many utilities are aggressively follow- 
ing such a course, and even the small 
amounts of progress which have been 
gained are gratifying. 


In conclusion, Brooks observed that it 
is not enough to seek and obtain sound 
regulatory consideration and practices in 
the jurisdiction in which a utility operates. 
Before the problem is really solved, he 
said, there must be widespread acceptance 
of sound economics in rate regulation. He 
noted that in Ohio, where his company op- 
erates, there is what he considers to be a 
sound regulatory formula prescribed by 
statute. 

Experience has shown that it has pro- 
duced both low rates for consumers and 
sound, healthy utility companies. Still, 
he believes that the rates of Cleveland 
Electric Illuminating Company are regu- 
lated in fact more by competition than by 
the regulatory formula in the state. 

—F. M. 
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McKay Speaks Out on Federal Power Monopoly 


annnaid of Interior McKay’s ex- 
temporaneous remarks at a meeting of 
the Manufacturing Chemists’ Association 
fast month apparently upset some folks 
who are suspicious of any criticism of 
public power and social welfare theories. 
So much was made of McKay’s comments 
in certain segments of the press that the 
Secretary felt obliged to clarify them in a 
subsequent statement. 

Actually, Secretary McKay said little 
that he has not said before or implied in 
official statements of administration 
policy. 

His original statements had included: 
(1) criticism of the concept of federal 
power monopoly; (2) praise for Pa- 
cific Northwest governors for having 
“beaten” moves to set up a public power 
authority in that area; (3) the comment 
that ‘we don’t want bureaucrats coming 
out and telling us how we’re going to live 
—we'll tell them”; (4) an observation 
that the country “is being handed a lot of 
socialistic propaganda”; and (5) that the 
idea of “security from the cradle to the 
grave” is “impossible” and “hogwash.” 
“If the nation ever reaches the point 
where individual security becomes a pri- 
mary objective,” McKay added, “we’re 
headed for the rocks.” These were the 
remarks singled out by some segments of 
the press as comprising the burden of Mc- 
Kay’s message to the chemists. 


i his clarifying statement, McKay de- 
nied that he ever scoffed at public power 
and social security theories, as the press 
reported. He pointed out that he had long 
supported development of power re- 
sources by both public and private enter- 
prise, and public distribution when and 
where residents of an area desired it. But 
he insisted that there was a vital distinc- 
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tion between public power per se and fed- 
eral public power monopoly under the 
“authority” plan which would exclude 
both public power development and dis- 
tribution. ‘The Columbia Valley Author- 
ity,” he said, “which was opposed by 
western governors, would have set up a 
federal power monopoly.” 


— said he told the chemists “that 

while the country was built by free- 
dom of opportunity, we must have such 
things as social security and unemploy- 
ment compensation now because we have 
changed from an agricultural to an indus- 
trial economy. However, those things 
must not be the prime objectives. The 
main objective is to maintain free enter- 
prise and incentive.” He noted that the 
present administration has added 10,000,- 
000 persons to the social security lists. 

As for the Secretary’s prepared ad- 
dress to the chemists, McKay held out hope 
that the next few years may see the do- 
mestic water supplies of coastal cities aug- 
mented by the use of desalted sea water. 
He cited research into the conversion of 
saline and brackish water as one of the 
fields in which chemists and other scien- 
tists have worked zealously with Interior 
Department people in painstaking efforts 
to devise an economical and efficient 
method “which may well revolutionize 
the agricultural and industrial economy of 
certain areas of the world.” 

One of the most promising horizons in 
chemical research, McKay said, is that of 
meeting future demands for chemicals and 
liquid fuels by producing them not only 
from coal but from oil shale. “Our re- 
serves of coal and oil shale are almost 
unbelievably vast and the development of 
economically feasible processes for con- 
verting them would offer the needed firm 




















guaranty of meeting the vast require- 
ments for these products in the future,” 
the Secretary said. He noted that the 
chemical industry has made great progress 
in this field, and hydrogenation and sim- 
ilar processes which are already produc- 
ing chemicals from coal on a commercial 
basis can be expected before too long to 
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reach a stage in which liquid fuel output 
on a large scale is possible. 

“Tn its reappraisal of the synthetic pro- 
gram,” said McKay, “the department be- 
lieves that its current research will pro- 
vide a substantial basis for attracting pri- 
vate industry and private capital to carry 
on the actual production of products.” 





Notes on Recent Publications 


A MANUAL of local service telephone rates 
in the United States as of June 30, 1954, 
is now available. Rates in about half the 
states were changed during the preceding 
twelve months, so a complete new manual 
has been published rather than a revision 
of the local service telephone rate manual 
as of June 30, 1953, which was issued by 
the National Association of Railroad and 
Utilities Commissioners last year. The 
opportunity was taken to rearrange the 
information by putting all the rates for the 
Bell system and independent telephone 
companies for a state in one table rather 
than keeping the rates for large cities in a 
separate table for each state. 

The rates shown in the manual are (1) 
all Bell system rates in the United States 
except in the smaller exchanges in Texas; 
(2) the rates of independent companies in 
exchanges serving cities of 50,000 popu- 
lation or more; and (3) the rates of REA 
borrowers which have used REA funds to 
convert to, expand, or improve dial serv- 
ice. The Bell system and independent ex- 
changes in which the coin-box rate is 10 
cents are also indicated. Compilations of 
electric and gas rates throughout the coun- 
try have been available for many years, but 
not for telephone rates. 

Copies of the 1954 local service tele- 
phone rate book are available from the 
office of the secretary of the National As- 
sociation of Railroad and Utilities Com- 
missioners, P. O. Box 684, Washington 
4, D. C. Price, $2. 


A NEw and comprehensive volume, entitled 
Electric Power Transmission, presents 
the subject of power transmission in terms 
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of today’s requirements, achievements, and 
opportunities. The authors, both of the 
University of Missouri’s school of mines 
and metallurgy, have provided a broad 
coverage of the steady operation of trans- 
mission lines and power systems, and the 
methods available for the study of these 
operations. 

The book treats in detail the funda- 
mentals of transmission, Although the 
later chapters are principally from the 
power point of view, it is excellent for the 
introductory course for power or com- 
munication majors. Keyed to meet both 
professional and student requirements, the 
book is organized for convenient selection 
of materials. 


ELEcTRIC PowER TRANSMISSION, by 
John Zaborszky and Joseph W. Ritten- 
house, The Ronald Press Company, New 
York, New York. 1954. Price, $12.50. 


ProFEssor James J. Doland, professor of hy- 
draulic engineering at the University of II- 
linois, has written a practical rather than a 
theoretical approach to the design and 
preparation of plans for hydroelectric pow- 
er installations in his recently published 
book, Hydro Power Engineering. The 
book is the result of Professor Doland’s 
years of practical experience in designing 
these plans and teaching their design to 
civil engineering students. Much of his 
material has been developed from exten- 
sive analyses of data from public and pri- 
vate sources, 

Hypro Power ENGINEERING, by James 
J. Doland. The Roland Press Company, 
New York, New York. 1954. Price, $7.50. 
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Favor Federal Canyon Dam 


HE far western conference of the AFL 

Building Trades Council recently 
went on record as favoring a 5-point con- 
struction program that includes public 
power dams. The conference approved a 
resolution offered by the Oregon state 
building trades council asking for western 
support in the building of a high level, 
multiple-purpose dam in Hell’s Canyon in 
the Snake river, rather than several pri- 
vately built, smaller hydroelectric dams. 

The Federal Power Commission’s legal 
staff in Washington late last month recom- 
mended the licensing of the Idaho Power 
Company, to build three hydroelectric 
dams on the Snake. 

Oregon AFL tradesmen, in their reso- 
lution, asked support for a dam which 
would provide irrigation and flood control 
as well as power. 

The conference represented building 
tradesmen in Washington, Oregon, Cali- 
fornia, Nevada, and Arizona. 


FPC Allows Wholesale 
Natural Gas Rates 


HE Federal Power Commission re- 
cently issued an opinion and order 
reducing the amount of a proposed annual 
wholesale natural gas rate increase by El 
Paso Natural Gas Company, El Paso, 
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The March of 


Events 


Texas, from $13,307,238 to $10,237,098, 
based on the test year 1952. 

El Paso filed the proposed $13,307,238 
increase with the FPC on June 30, 1952, 
but it was suspended by the commission 
by order issued August 1, 1952. The in- 
crease has been in effect, subject to refund, 
since January 1, 1953. 

The commission directed El Paso to file 
tariff sheets reflecting the allowed rates 
within thirty days, to be effective as of No- 
vember 26, 1954. The order requires El 
Paso to refund to its customers the differ- 
ence between the rates allowed and those 
which it has been collecting since January 
1, 1953. 

The new rates affect 27 of El Paso’s 
wholesale customers in Texas, New Mex- 
ico, Arizona, and California. El Paso’s 
largest customers are Southern Counties 
Gas Company of California and Southern 
California Gas Company, both of Los An- 
geles, and Pacific Gas and Electric Com- 
pany, of San Francisco. 


Support Refused 


HE American Municipal Association 

meeting in Philadelphia, Pennsyl- 
vania, early this month, rejected a pro- 
posed resolution to endorse a Supreme 
Court ruling which opened the way for 
regulation by the Federal Power Com- 
mission of natural gas rates. 























Mayor William C. Kemp of Kansas 
City, Missouri, chairman of the AMA’s 
resolutions committee, said the matter was 
not being sent to the convention floor for 


Rate Order Appealed 
_ Arkansas Power & Light Com- 
pany filed a suit in Pulaski county cir- 
cuit court at Little Rock recently appeal- 
ing from a state public service commission 
order denying it a $3,600,000 rate in- 
crease. 

The utility asked that the commission 
order be held “erroneous, unlawful, null, 
and void,” and that the rate increase ap- 
plication be remanded to the state com- 
mission for further proceedings “with di- 


California 


Utility Bids for City Plant 


HE California Electric Power Com- 

pany recently offered to buy River- 
side’s light department for about $6,000,- 
000, the final price to be determined by 
negotiation in the event such a sale is ap- 
proved by the city’s voters. 

The municipal light department can be 
sold only if the city council, by a vote of 
at least 5 to 2, places a proposition before 
the people at an election and the proposi- 
tion is approved by a majority of voters. 

The council voted unanimously to refer 
the entire question of the sale to the city’s 
board of public utilities for study and 
recommendation. 

Albert Cage, president of the company, 
addressing the city council, denied rumors 
the company would seek an increase in 
light rates. ‘““We’d be perfectly willing to 
enter into an iron-clad agreement not to 
seek a raise in rates for at least five years,” 


he said. 
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Arkansas 
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discussion. The resolution was scheduled 
for discussion at a resolutions committee 
public hearing, but Kemp said it would not 
be discussed during the executive session. 


rections that it rehear the original appli- 
cation in the manner required by law.” 
The utility filed its application for a rate 
increase on May 27th, to become effective 
July 1st. On June 2nd, the commission sus- 
pended the effective date of the rate boost, 
and on June 4th the company filed a $1,- 
000,000 bond to allow the new rate to be- 
come effective July 1st. The bond has since 
been increased by another $1,000,000. 
In all, the company made 33 separate 
allegations of error by the commission. 


Sale of the light department was first 
suggested after the company announced 
it had acquired a 40-acre site near San 
Bernardino and plans were under way to 
transfer its headquarters there from 
Riverside. 


Rate Reductions Announced 


a in gas and electric rates for 
some customers in scattered northern 
California areas were announced last 
month by the state public utilities commis- 
sion and the Pacific Gas and Electric Com- 
pany, effective December Ist. 

The commission said the company 
agreed to lower the rates because increased 
demands for power in certain “urban 
fringe areas’ made production costs 
cheaper. 

The cuts will drop the company’s gross 
revenue by $568,000. The new rates were 
worked out in conferences between the 
company and the commission. 
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Some 42,000 gas customers and 15,000 
electric customers will be affected in 18 


northern California counties, including 
some Bay area communities. 


> 
Illinois 
Seeks 100 Per Cent Natural “ tipo 90 x ro. op i gas. 
Cae e minimum heat value of the gas 
Gas Deliveries would be increased but the charge to cus- 
ere to distribute 100 per cent tomers would remain unchanged. The ad- 
natural gas to Chicago customers, vantage to the company is that it will in- 
effective July 1, 1956, was asked recently crease the heat capacity of its distribution 
by Peoples Gas Light & Coke Company system by about 11 per cent. 
in a petition filed with the state commerce The change was made possible by in- 
commission in Springfield. The present creased pipeline capacity and by expected 
mixture is 10 per cent manufactured increases in storage capacity. 
> 
Massachusetts 


Commission Bill Filed 


NE of the five state utilities commis- 
sioners would have to be a person 
experienced in labor relations and con- 


sumer problems under terms of a bill filed 
recently for consideration by the 1955 
state legislature. 

The proposal is sponsored by the 
Massachusetts State Federation of Labor. 


ae 
Nebraska 


Power District Not Entitled 
To Tax Refund 


HE Omaha Public Power District is 
not entitled to a refund of $251,632 
in excise taxes during a period when the 
political subdivision was being formed, the 
federal court of appeals ruled last month. 
The decision, affirming a ruling handed 
down in federal district court at Omaha, 
hinged on the question of when the power 
district actually took over ownership of 
properties of the Nebraska Power Com- 
pany and the Western Iowa Power Com- 
pany. 

Two cases were involved. In one, the 
district sought a refund of $151,552 paid 
between May 1 and December 2, 1946, by 
the Nebraska Power Company. In the sec- 
ond case, a refund was sought on $100,- 
080 paid in federal excise taxes by the 
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Western Iowa Power Company from De- 
cember 2, 1946, to May 14, 1949. 

The appeals court noted the publicly 
owned district had some stock interest in 
the private corporations before it took over 
actual ownership of physical properties. 


Refused Free Municipal 
Power 
F preston by Scottsbluff for municipal 
power concessions has been turned 
down by the Consumers Public Power 
District. 

The Scottsbluff city council on Novem- 
ber 23rd asked Consumers for free elec- 
tric power for street lighting, water pump- 
ing, and other municipal uses up to $70,- 
000 a year. Consumers’ general manager 
wrote the Scottsbluff mayor that granting 
such a concession would be “base discrimi- 























nation” against other cities served by the 
district and that to extend the concession 
to them would be impossible. 

It would cost $225,999 a year in Con- 
sumers’ western system and $1,500,000 in 
the eastern system, he said. 


New 


Gas Rate Schedule Approved 
Fea rate schedule submitted by the 

New Jersey Natural Gas Company 
was approved recently by the state public 
utilities commission. The company serves 
Monmouth and Ocean counties and parts 
of Morris, Passaic, Middlesex, and Cape 
May counties. 

The approval came in the face of a mo- 
tion by the public rate counsel that the 
commission strike the schedule as incon- 
sistent with its directives. The motion was 
denied. 
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Reasons for the request were that 
Scottsbluff councilmen feel Consumers’ 
payment to Scottsbluff in lieu of taxes is 
inadequate and that Scottsbluff furnishes 
an unduly large share of the revenue for 
Consumers’ western system. 


Jersey 
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The latest action is a result of a com- 
mission decision August 30th, denying 
the company’s request for rate increases 
that would have hiked its revenues by 
$627,000. 


The commission, however, ordered a 
revision of rates to remove inequities with- 
out increasing the company’s income. In 
accordance with this directive, the com- 
pany filed the new schedule October 25th. 
Under the revised tariff, some subscribers 
will pay reduced rates while charges to 
others will be increased. 


New Mexico 


Interim Phone Rate Increase 
Approved 


N a 2-to-l order, the state corporation 

commission early this month held that 
the present interim rates being charged 
by Mountain States Telephone & Tele- 
graph Company were reasonable and 
legal. The commission thus approved an in- 
crease of about 13 per cent in customers’ 
bills over the level they were paying in 
1952, the last rates authorized by the com- 
mission. 

Mountain States has been charging 


the interim rates under bond required by 
the commission, since the state supreme 
court last spring upheld the commission 
in its refusal to allow higher rates the 
company put into effect in 1953. Refunds 
from the 1953 level are being made by the 
utility under supreme court order. 
Commission Chairman Ingram Pickett 
dissented from the order, which allows 
the company a 5.91 per cent rate of return 
on its investment in the state. The assist- 
ant state attorney general, who prepared 
the order, said this was about the lowest 
return to the utility in its service area. 


_ 
New York 


Telephone Rate Dispute 
Taken to Court 


F Spon was filed in the state supreme 
court early this month by the New 
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York Telephone Company to set aside the 
state public service commission’s refusal 
to grant the utility a $68,850,000 rate in- 
crease. 
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The company’s petition contended the 
commission erred in refusing to take into 
consideration the current value of property 
owned by the utility and basing a “fair 
return” on that figure. The suit further 
asserted that the commission violated the 
requirements of the public service law by 
calculating the percentage of return on 
the original cost of the company’s plant, 
less depreciation. 

Refusal by the commission to recognize 
the “replacement cost” figures offered by 
the company has in the past reduced the 
utility’s estimate of the value of its prop- 
erty by about one-quarter, with the “fair 
return” figure correspondingly lowered. 

The proposed increase would add 75 
cents a month to most home telephone bills 
and $2 a month to most business bills. It 
would have increased the company’s an- 
nual revenue by about 10 per cent. 


Space-heating Connections 
Authorized 


HE State public service commission re- 

cently authorized New York State 
Electric & Gas Corporation to connect an 
additional 4,500 space-heating customers 
in its Elmira, Geneva, and Auburn dis- 
tricts. This was in addition to the 14,170 
authorized under prior commission orders. 
Of the newly authorized installations, 1,- 
500 are allocated to the company’s Auburn 
district, 1,500 to its Geneva district, and 
2,500 to its Elmira district. 

In applying for the additional installa- 
tions, the company said the allocations 
now granted will satisfy the existing back- 
log of heating applications and for all 
practical purposes will place the three dis- 
tricts on a current basis with respect to the 
issuance of permits for space heating. 


¥ 
Pennsylvania 
Rate Rise Approved the schedule which also was suspended 
nen a after an earlier filing. 
HE state public utility commission re- 
cently authorized the T. W. Phillips ° 

Gas & Oil Company, Butler, to aan Gas Rate Increase Hearing 
natural gas rates an estimated $645,000 7 Equitable Gas Company on No- 
a year, effective immediately. vember 30th opened its case before 

The utility furnishes service to 34,400 the state public utility commission to in- 
consumers in Allegheny, Armstrong, But- crease rates by $3,758,000 a year. The in- 
ler, Clarion, Indiana, Jefferson, and West- crease represents a boost of $1,852,500 
moreland counties. which was to have gone into effect Au- 

Replacing three schedules with a single gust 10th and an additional hike of $1,- 
uniform rate, the company will raise the 105,500 slated for August 26th. 
nonheating residential rate from 75 cents Both increases were suspended by the 
to $1 for the first thousand cubic feet a commission pending a hearing after the 
month, with heating customers paying $2 city of Pittsburgh filed protests. 
for the same amount. Rates in succeeding The utility’s attorney said the first in- 
blocks were increased. crease was necessary to cover the increased 

The new rates originally were filed to cost of gas purchases made by the firm. 
become effective last May 28th, but the The second, he maintained, was needed to 
commission suspended them for investiga- cover the increased cost of labor. 
tion and public hearings. They supersede Bills of residential users would be in- 
DECEMBER 23, 1954 844 . 

















creased 12.56 per cent; commercial, 14.59 


per cent; and industrial, 10.34 per cent. 


A Harrisburg engineering consultant 
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testified Equitable’s original plant cost 
— $86,004,395 —has depreciated $25,- 
858,968. 


BR 
Rhode Island 


CIO Loses Contest 
| omecguites Gas ComMPANy employees 
voted early this month (155 to 125) 
against the Utility Workers Union of 
America, CIO, in a National Labor Re- 
lations Board election to determine bar- 
gaining representation. The election was 


conducted by Herbert N. Watterson, 
NLRB field examiner. 

The utility workers now are repre- 
sented by Local 50, United Mine Workers. 
A five months’ organization drive had 
been conducted by the CIO in its effort to 
oust the UMW. 


ee 
South Dakota 


Rate Controversy Settled 

i settlement was reached 

recently in a year-long gas rate dis- 
pute between the Sioux Falls city commis- 
sion and the Central Electric & Gas Com- 
pany. An amended ordinance which, ex- 
cept for minimum bill charges, schedules 
rates substantially lower than those in ef- 
fect since June Ist, was started on its way 
through the city commission. The company 
agreed to grant refunds in the form of a 
cost of gas credit arrangement for gas used 
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between November 27, 1952, and Decem- 
ber 26, 1953. The refunds total nearly 
$300,000. 

The amended ordinance contains an es- 
calator clause providing for an increase in 
rates if the wholesale price of gas to the 
company is increased, and refunds to cus- 
tomers if the Federal Power Commission 
disallows increases by the supplier. 

The company had sought rates which 
would yield a 64 per cent return on a value 
in excess of $4,000,000. 


Wyoming 


Commission Assumes TV 
Regulation 


N what was believed to be the first such 
action in the country by a state public 
utility regulatory agency, the state public 
service commission recently authorized 
the construction of a community antenna 
television system in Cokeville. 
Commission Secretary Dwight Dahl- 
man said the commission based its juris- 
diction to regulate this type of public serv- 
ice upon an opinion issued last March 
30th by State Attorney General Howard 
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Black. The attorney general held that per- 
sons or entities operating this type of TV 
system for the purpose of furnishing such 
TV reception to the public in integrated 
communities at fixed monthly rates are en- 
gaged in the public utility business and 
are subject to regulation by the commission 
under the Wyoming Public Utility Act. 

Black further ruled that such systems 
come under provisions of the state sales 
tax act and were required to collect and 
pay Wyoming’s excise tax of 2 per cent 
of the amount of purchase price paid or 
charged for such TV service. 
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Progress of Regulation 


Proof Insufficient to Support Telephone Rate Increase 


HE Ohio commission denied a tele- 

phone company’s application for au- 
thority to increase rates. The company, 
the commission said, “has failed to sup- 
port the allegations in its application, in 
that it has failed to establish the valuation 
of its plant and property used and useful 
in the rendition of public utility service; 
and has failed to establish a reasonable, 
return to which it may be entitled.” 

The company attempted to establish a 
rate base by adding to the rate base 
adopted by the commission in a 1948 
proceeding the additions less retirements 
(at book value) during the intervening 
years and by subtracting the per cent 
condition of 20.49 per cent as deprecia- 
tion found in the earlier case. Working 
capital, including supplies, was added to 
this figure. 

The commission at the outset pointed 
out that the burden of establishing a rate 
base was on the company. The fact that 
the filing with the application of a detailed 
inventory and appraisal of the company’s 
gross addition was waived did not lessen 
the burden. 

A serious fire had destroyed a consider- 
able portion of one of the company’s ex- 
changes. This made the method of valua- 
tion contended for unacceptable. The com- 
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mission made this comment about the 
fire’s effect on the company’s proposed 
reproduction cost new less depreciation 
(RCNLD): 


It is the opinion of this commission 
that additions and retirements as made 
in the normal course of a company’s 
operations are to be distinguished from 
replacement of a considerable portion 
of a company’s plant and property as 
the result of some abnormal occurrence 
or circumstance, such as the fire loss 
sustained by this applicant to its Mt. 
Vernon exchange. At the time the com- 
pany filed its application on August 26, 
1953, a portion of the property included 
in the applicant’s so-called “minimum” 
RCNLD valuation did not exist and 
had not been in existence since May 22, 
1953, when such property had been de- 
stroyed by fire. Nevertheless, applicant 
asks the commission in this rate proceed- 
ing to determine the reproduction cost 
new less observed depreciation valua- 
tion of the company’s property used and 
useful in the rendition of telephone 
service as of December 31, 1952. 


The law of the state, the commission 
continued, contemplates the fixing of plant 
valuation on the RCNLD of the same 

















plant and property that is in use and use- 
ful on the day certain. The statutes do 
not intend that a company, bringing a rate 
proceeding, start with the value of one 
kind of property, bring it up to the day 
certain by adding new additions which 
include the cost of another kind of prop- 
erty, and finally deduct from this valua- 
tion a depreciation figure that was deter- 
mined or tested by observing another or 
third kind of property. 

The commission also found that the 
company had failed to prove “either 
what would be reasonable rates and 
charges or a fair rate of return.” This 
comment was made by the Ohio state 
commission : 


It is the opinion of this commission 
that it is not so much what a utility 
company is legally entitled to earn that 
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is involved in the determination of 
reasonable return, but rather what the 
said company must earn if it is to be 
able to continue that adequate utility 
service which its consumers have every 
right to enjoy and which the law of 
Ohio assumes said utility company will 
render. 


Commissioner Martin dissented on the 
ground that the company’s evidence on 
most of the main points in the case was 
uncontradicted and plausible. The com- 
pany president’s testimony as an expert 
on utility financing should have been good 
enough to sustain the burden of proof as 
to return since in over twenty financing 
matters in the past thirty years his testi- 
mony and advice had been accepted by the 
commission. Re Mt. Vernon Teleph. 
Corp. No. 24,242, October 22, 1954. 


Volume of Subsidiary Operations Not Absolute Bar 
To Holding Company Exemption 


HE Securities and Exchange Com- 

mission granted Northern States 
Power Company, a holding company en- 
gaged in gas and electric operations, an 
exemption under § 3(a) (2) of the Hold- 
ing Company Act. The company was 
found to be predominantly a public utility 
company, and the exemption was held not 
to be detrimental to the public interest. In 
so holding the commission overruled its 
staff. Since the operations of the holding 
company were confined to the state of its 
organization and contiguous states, the 
first question to be determined was 
whether it was predominantly a public 
utility company. The commission’s staff 
argued that the volume of operations of 
the subsidiaries disqualified the holding 
company for exemption. It pointed out 
that in all but three cases where such ex- 
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emptions have been granted, the gross 
utility revenues of the subsidiaries 
amounted to 10 per cent or less of those 
of the parent. In this case the gross utility 
revenues of the subsidiaries amounted to 
19.24 per cent. 

The Holding Company Act prescribes 
no specific standard or test for interpret- 
ing the word “predominantly.” The com- 
mission has referred to the dictionary 
definition in construing the term. It held 
that absolute size of the subsidiaries’ 
operations has never been specified as a 
factor in determining the predominant 
character of the holding company seeking 
an exemption, but that the utility opera- 
tions of the holding company have been 
compared with those of its utility sub- 
sidiaries, with most significance generally 
given to gross revenues. 
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Public Interest 


A question was raised as to whether the 
combined gas and electric operations con- 
ducted by the holding company in the city 
of St. Paul adversely affected public in- 
terest and the interest of investors or con- 
sumers. The commission pointed out, 
however, that Congress did not impose a 
mandate on it to withhold exemptions in 
all cases of combined gas and electric 
operations merely because the retention of 
a combined system under strict applica- 
tion of § 11(b)(1) of the act might in 
some cases require divestiture. 

Congress must have contemplated that 
exemptions would be available in situa- 
tions where § 11(b)(1) standards were 
not fully met. Otherwise it would have 
conditioned the grant of exemptions on 
a finding of compliance with that section. 
In fact, the commission pointed out, ex- 
emptions have been granted in situations 
where both gas and electric service were 
rendered. Consequently, it held, the mere 
existence of the combined gas and electric 
operations did not, of itself, require denial 
of the exemption. 


Local Preference for Combined 
Operations 


The commission observed that the con- 
tinuance of combined gas and electric 
service by the holding company in St. Paul 
not only did not circumvent state law or 
policy but was affirmatively desired by the 
local authorities concerned. It said the 
considered conclusion of the local authori- 
ties, deriving their power from specific 
state legislation, should be given great 
weight in determining whether the public 
interest would in fact be adversely affected 
by the retention of combined operations. 

In the absence of a compelling showing 
to the contrary, the commission would not 
be warranted in rejecting the appraisal of 
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such authorities that the local public in- 
terest, that interest significantly affected 
by the gas and electric combination, would 
be served by the retention of the combined 
operation. 

The commission’s staff, in objecting to 
the combined operation, submitted a study 
showing that straight gas utilities sell a 
greater number of gas appliances and 
spend greater sums on sales promotion 
than combination utilities. It also claimed 
that the history of the introduction of nat- 
ural gas in St. Paul showed a lack of ag- 
gressiveness by the holding company with 
respect to its gas business. 

The commission, however, found that 
the statistics with respect to sales promo- 
tion expenses and appliance sales were of 
doubtful value. It pointed out that the ex- 
tent of appliance sales by utilities, as dis- 
tinguished from those of independent mer- 
cantile concerns, varies from region to re- 
gion because of differences in state law as 
well as mercantile customs. 

The commission conceded that the 
statistics might lend support to an argu- 
ment that straight gas companies general- 
ly are more sales-minded than the gas de- 
partment of a combined operation. That, 
however, was not deemed to have suffi- 
cient persuasive power with respect to the 
situation in St. Paul equal to that of the 
conclusion by local authorities that they 
are not being injured by the combined 
service. 

The commission also concluded that the 
evidence failed to show bad faith on the 
part of the company in failing to intro- 
duce natural gas into the area. There was 
no evidence to demonstrate the existence 
of any managerial restraint linked to the 
combined nature of the company’s opera- 
tions. 


Effect on Regulation 


The commission also found that the 




















exemption would not result in a lack of 
effective regulation detrimental to the 
public interest. It pointed out that al- 
though the state of Minnesota, in which 
the holding company was organized and 
was conducting most of its utility opera- 
tions, exercises no general regulation of 
electric and gas utilities, the city of St. 
Paul fixes rates and controls service. The 
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other adjoining states in which the com- 
pany operates have general regulatory 
power to which the company is subject. 
Furthermore, the commission noted, the 
company is subject to the jurisdiction of 
the Federal Power Commission. Re 
Northern States Power Co. (Minnesota) 
File No. 31-606, Release No. 12655, Sep- 
tember 16, 1954. 


Escalator Clauses Provide Solution to 
“The Law’s Delay” 


_ Virginia commission approved the 
applications of seven natural gas com- 
panies for permission to include in their 
rate schedules clauses adjusting rates up 
or down to correspond with changes in 
the price of purchased gas. The proposal 
of the companies was found to be just and 
reasonable both from the standpoint of 
the customer and the company. 


Gas and Electric Differences 


The relationship between the cost of 
fuel purchased for resale and the charge 
made to the ultimate consumer is direct in 
the case of gas companies and indirect in 
the case of electric companies, whose rates 
are sometimes tied to the cost of coal or 
oil used in electric generating plants. Com- 
missioner Catterall, in a separate memo- 
randum, emphasized this difference when 
he pointed out that since the price of oil 
and coal is not fixed by law and since there 
is no monopoly of coal or oil, an electric 
company conceivably could reduce its fuel 
costs by bargaining with its supplier. 

A natural gas distributor has but one 
supplier. The supplier has an absolute 
monopoly, and the purchase price is fixed 
by law. Therefore, he concluded, the gas 
company should be entitled to pass its in- 
creased costs on to its customers auto- 
matically. 


849 





Purposes of Escalator Clauses 


There are two reasons for including es- 
calator clauses in natural gas rate sched- 
ules. The substantive reason is that the 
clauses have the effect of keeping earnings 
at the same percentage before and after 
the change in the wholesale price. How- 
ever, the commissioner continued, the 
main purpose of the escalator clause is 
procedural. He elaborated in these words: 


When prices are rising, the time that 
necessarily elapses between the date 
when earnings fall below the permissible 
minimum rate of return and the date 
when the commission enters its order 
allowing increased rates, is a time dur- 
ing which the utility earns less than a 
fair and reasonable return. When prices 
are falling, the process is reversed. At 
the present time prices have been going 
up and a number of consumers have ob- 
jected to the escalator clause. If prices 
were going down the shoe would be on 
the other foot. 

The inevitable delay between the hap- 
pening of an event that entitles a party 
to legal relief and the date when he gets 
relief makes it impossible in some kinds 
of cases for law and equity to do com- 
plete justice. Ever since Hamlet men- 
tioned “the law’s delay” as one of the 
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things that made him wonder whether 
it was better “‘to be or not to be,” law- 
yers and legislators have sought ways of 
overcoming so far as possible the time 
lag in the machinery of justice. 


Violation of Notice Requirement 


Commissioner Catterall rejected an ob- 
jection that the escalator clause violated a 
state statute requiring thirty days’ notice 


3 


to the commission and public of any rate 
change. He said that the statute did not 
require thirty days’ notice of every change 
in customer bills but every change in the 
schedules that affects the computation. A 
charge that can be computed by a fixed 
mathematical formula is as firmly fixed 
as a charge that is stated in terms of 
money. Re Lynchburg Gas Co. Case No. 
12311 et al. October 27, 1954. 


Cost of Capital Considered in Gas Rate Case 


HE Pennsylvania commission author- 

ized Peoples Natural Gas Company 
to increase rates to meet rising wages and 
the cost of wholesale supplies. The new 
rates were calculated to yield a 6.5 per 
cent return, whereas the company had 
claimed a minimum return of 7 per cent. 


Cost of Capital 


The claimed rate of return was based 
on the cost of capital to the parent com- 
pany, which supplied all of the capital re- 
quired by the operating company. Data 
supplied by the company showed the parent 
company’s capital structure as of a specific 
date. The commission opined that the capi- 
tal structure at any particular date is not 
of material significance. Of far more sig- 
nificance, it said, is the average over a 
reasonable period of time. 

Asa matter of principle, the commission 
did not deem short-term debt appropriate 
for inclusion in capital structure ratios 
which are used to weight permanent capi- 
tal investment cost rates. The parent com- 
pany’s capitalization over a 4-year period 
averaged 26 per cent long-term debt and 
74 per cent common equity. The commis- 
sion noted that a financial policy resulting 
in a very small proportion of debt in the 
capitalization, under the highest tax rates 
in history, is unrealistic and expensive. 
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Equitable balancing of investor and con- 
sumer interests requires that the latter 
should pay no more than a reasonable cost 
of capital. 

To arrive at a reasonable current cost 
of capital for the company applying for 
the rate increase the commission weighted 
appropriate cost rates for the respective 
types of capital by the representative capi- 
talization of 45 per cent debt, 10 per cent 
preferred stock, and 45 per cent common 
equity. It also considered a balanced capi- 
talization with equal portions of debt and 
common stock, as well as the company’s 
actual capital structure. 

The commission considered a 3.25 per 
cent cost rate for long-term debt, 4.5 per 
cent rate for preferred stock, and 9.2 per 
cent for common equity capital reasonable, 
with the over-all current cost of capital 
being 6.05 per cent. 


Cost of Equity Capital 

With respect to the cost of equity capi- 
tal, the commission thought that market 
yields were a more significant factor than 
concomitant earnings-price ratios. Com- 
mon stocks of utilities, it said, are bought 
primarily on the basis of the dividend yield 
rather than in terms of the earnings 
cushion behind the dividends. This was 
deemed to be true particularly for a com- 

















pany with an extremely low dividend pay- 
out record. The commission also held that 
an intentional discount to give stock rights 
a market value is not an allowable cost of 
obtaining common stock capital. 


Depreciation Allowance 


The company’s book reserve for depre- 
ciation exceeded the estimate of deprecia- 
tion reserve requirements. If the remain- 
der investment theory were applied, a re- 
duction in allowable annual operating ex- 
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pense would follow. There was, however, 
no indication of “any faulty past prac- 
tices” by the company in accumulating the 
excess in its book reserve for depreciation, 
that the excess was earned, or that there 
was any abuse of managerial discretion. 
Consequently, the commission did not re- 
duce allowable operating expenses to 
amortize the excess in this book reserve. 
Pennsylvania Pub. Utility Commission et 
al. v. Peoples Nat. Gas Co. Complaint 
Docket Nos. 15981, 15980, September 27, 
1954. 


Recreational Features of River Preclude 
Power Project License 


HE United States court of appeals up- 
held an order of the Federal Power 
Commission denying a license to construct 
a power project on the Namekagon river 
in Wisconsin. It concluded that the com- 
mission acted properly in deciding that the 
unique recreational features of the river 
were of greater public benefit than the use 
of the river for water-power development. 
It was conceded that the project had 
engineering feasibility, that the company 
was able to finance its construction, and 
that the areas involved could make use of 
the power generated. But, the court ob- 
served, recreational values of a project are 
one of the benefits to be considered by the 
commission. It pointed out that the tour- 
ist business is an important business activ- 
ity in the state of Wisconsin. 
Advertisements publicizing the resort 
and recreational area of the state empha- 
size the lakes and fishing streams. Many 
tourists are attracted by the facilities for 
fishing and boating. During the summer 
season many groups of young people, such 
as Boy Scouts, Girl Scouts, Future Farm- 
ers, and 4-H Clubs, make canoe trips on 
the river. Such trips could not be made 
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after a dam had been installed, as proposed 
in the instant application, because of the 
great difficulty which young people would 
encounter in portaging around the dam. 

The river has had a national reputation 
for many years as one of the best small 
mouth black bass fishing streams, and 
anglers have been attracted to the river 
from great distances. This type of fishing 
is quite uncommon. Consequently, the bass 
fishing situation in this river can be con- 
sidered unique, according to the court. 

Concerning the uniqueness of the river, 
the court said : 


But perhaps the uniqueness of the 
river is more apparent to those who 
take a float trip. Many of such persons 
are from urban centers and to see wild 
life in a natural setting is a thrill indeed. 
Such a float trip is exciting as well as 
peaceful. Passing by heavily wooded 
banks on either side, with no noise or 
sound to be heard from highways or 
railroads, the canoeist has the illusion 
of being in a forest primeval, far from 
civilization. Each bend of the river is 
watched with anticipation for a deer 
may be seen on the bank, or, occasion- 
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ally, a black bear scurrying for the tim- 
ber. There are very few, if any, com- 
parable stretches of river left in Wis- 
consin. A canoe trip on the Namekagon 
often calls for a repeat performance, 
one witness testifying that he had made 
ninety canoe trips thereon. 


Commission’s Denial Powers 


The commission’s power to deny an ap- 
plication for a power project license was 
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challenged by the petitioner. It conceded 
that the commission might require re- 
peated modifications of a project, but con- 
tended that it could never reach the point 
of denying a license. The court rejected 
this argument, stating that it is a neces- 
sary corollary to the power to grant a li- 
cense when certain conditions are met, that 
the commission has the right to deny such 
license for failure to comply. Namekagon 
Hydro Co. v. Federal Power Commission, 
No. 11029, October 29, 1954. 


Massachusetts Court Orders Reconsideration 
Of Telephone Rate Case 


— reviewing an order disallowing a 
telephone company’s proposed rate 
increase, the Massachusetts supreme court 
recommitted the case to the department 
for further consideration. 

The court declined to prescribe any par- 
ticular theory or method for determining 
the rate base, since it was not required by 
the Constitution to do so in the absence of 
proof of confiscation of the company’s 
property. Determination of the rate base 
by the department upon the prudent in- 
vestment cost-of-capital theory was not 
considered confiscatory. 

The company’s management had cut the 
debt ratio to 36.1 per cent. The depart- 
ment, however, had assumed a debt ratio 
of 45 per cent. The court held that, al- 
though the determination of a reduction 
in indebtedness was within the prerogative 
of management, it was not unlawful for 
the department to use an assumed debt 
ratio in determining the cost of capital. 


Pension Costs 


To insure the integrity of its pension 
plan, the company had made payments 
into the fund equal to the income which 
the amount of unfunded reserve necessary 
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to put the plan on a sound basis would 
have earned if it was an actual fund avail- 
able for investment. These payments, 
called freezing payments, were claimed by 
the company as operating expense. The 
department had allowed only one-half of 
the amount, holding that there was no ex- 
cuse for the company’s failure to increase 
the unfunded actuarial reserve in previous 
years. The court held the department’s al- 
lowance of only one-half arbitrary and al- 
lowed it in full. 

Commenting on the department’s claim 
that the sum was so “insignificant” that 
it should be overlooked, the court said: 


We are not impressed with the argu- 
ment of the department that $192,000 
is so “insignificant” in comparison with 
other figures in this case that an error 
of this amount should be overlooked. If : 
relative smallness of sum has any sig- 
nificant bearing, it seems to us to show 
that there is no unfairness to consumers 
in omitting to strip the company of the 
benefit of one-half of this item of ex- 
pense. The suggestion that the depart- 
ment might have found that the com- 
pany was entitled to a lower revenue 
than it did find does not merit lengthy 
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discussion. These rate cases are pro- 
tracted enough and present questions 
enough on the facts which the depart- 
ment finds, or which it is the duty of the 
department to find, without stretching 
the scope of appeal to embrace consid- 
eration of other inconsistent facts which 
it is argued might have been found but 
which were not. 


Return When Costs Are Rising 


The company submitted evidence to 
show that the 6.313 per cent return which 
had been allowed could not be earned dur- 
ing the foreseeable effective period of the 
ordered rates. The department countered 
that all regulated industries suffer from 
the same disease in terms of rapidly rising 
costs. The court stated its views in these 
words: 


We think that the findings reveal that 
the company’s fears that it will not earn 
the allowed rate of return are well 
founded. We are much impressed that, 
from a consideration of the company’s 
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figures for the first nine months’ opera- 
tions in 1953, the department’s supple- 
mental decision raised the rate base the 
equivalent of over a million dollars a 
month. We are of opinion that if the 
company’s construction program has 
proceeded as planned, and as revealed 
in both the decision and the supplemen- 
tary decision, the rate base must be 
raised as of a date or dates to reflect a 
demonstrated substantially increased in- 
vestment, to the end that the company 
may conduct its operations with the al- 
lowed revenue more nearly based upon 
contemporary data. Where the regula- 
tory line is drawn close to the border 
marking the area of confiscation, there 
is danger that only slight change in eco- 
nomic conditions will cause a drop below 
the minimum lawful return, as would 
even a slight miscalculation of the regu- 
latory body. 


New England Teleph. & Teleg. Co. v. 
Massachusetts Dept. of Pub. Utilities, 121 
NE2d 896. 


Other Important Rulings 


Injunction. The appellate court of IIli- 
nois held that a court may not entertain 
an action to enjoin a railroad’s distribu- 
tion to its stockholders of proceeds of a 
condemnation award and the sale of equip- 
ment prior to the exhaustion of adminis- 
trative remedies, where the commission 
has exclusive jurisdiction over the subject 
matter. City of Wheaton et al. v. Chicago 
A. & E. Railway Co. 120 NE2d 370. 


Motor Carrier Competition. The su- 
preme court of Florida held that existing 
common motor carriers should be given a 
reasonable opportunity to provide equip- 
ment, and, if necessary, trained personnel 
before the commission grants a new cer- 
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tificate to another carrier. Redwing Car- 
riers, Inc. et al. v. Mack et al. 73 S2d 416. 


Jurisdiction to Award Damages. The 
Michigan supreme court held that the com- 
mission had no jurisdiction to award dam- 
ages to an insurance agency for a tele- 
phone company’s negligence in assigning 
to the agency a number already assigned 
to a prior subscriber, since only a court, 
in accordance with due process, could con- 
stitutionally award damages in a civil ac- 
tion. Muskegon Agency, Inc. v. General 
Teleph. Co. of Michigan (1954) 65 
NW2d 748. 


Less Than Minimum Rates. The Cali- 
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fornia commission would not authorize a 
highway permit carrier to charge certain 
customers less than minimum rates in the 
absence of affirmative proof that the pro- 
posed rates would be compensatory and 
would not result in a loss. Re Barulich 
(Airport Drayage Co.) Decision No. 
50625, Application No. 35296, October 5, 
1954. 


Rate Comparisons. The Utah commis- 
sion held that the fact that an electric 
company’s rates are higher than those pre- 
vailing in a neighboring territory served 
by another electric company and certain 
municipal electric systems is not, in and 


of itself, controlling in determining the 
reasonableness of the company’s rates, 
since a comparison of rates charged else- 
where with the rates in issue is of little 
value unless a similarity of service and 
conditions is shown. Re Southern Utah 
Power Co. Case No. 4016, September 8, 
1954. 


Open Territory. The Indiana commis- 
sion, in denying an applicant’s service re- 
quest, held that it did not have authority 
to assign open territory to a telephone 
company which had not requested a certifi- 
cate to serve the area. Re Schuerman et al. 
No. 25479, October 6, 1954. 
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RE CHESAPEAKE & POTOMAC TELEPH. CO. 


MARYLAND PUBLIC SERVICE COMMISSION 


Re Chesapeake & Potomac Telephone 
Company of Baltimore City 


Case No. 5328, Order No. 50959 
September 1, 1954 


PPLICATION by telephone company for authority to increase 
i \ rates; modified increase authorized. 


Valuation, § 48 — Earlier rate base adjusted — Stipulation of parties. 
1. The commission, in determining the rate base of a telephone company, 
will use the value of the property as found in a previous proceeding plus 
net additions since that time, where all the parties have agreed to that 
measure of value, p. 166. 


Valuation, § 288 — Working capital exclusion — Stipulation of parties. 


2. An allowance for working capital will be excluded from a telephone 
company’s rate base where all parties to the proceeding have so stipulated, 
p. 166. 
Expenses, § 114 — Tax allowance — Consolidated return benefits. 

3. A telephone subsidiary’s allowance for taxes will be adjusted to reflect 
an apportionment to operating companies of the benefits of filing a consoli- 
dated return with the parent, including the effect of removal of the 2 per cent 
penalty on consolidated returns, p. 168. 


Return, § 35 — Economic changes — Regulatory lag. 


4. The commission, in fixing a telephone company’s return, should take 
into account conditions which prevail when the rates are granted and 
which will continue during the time the established rates will be effective, 
so as to enable the company to earn the estimated return, p. 168. 


Return, § 111 — Telephone company — Regulatory lag. 


5. The commission, although finding a return of 5.75 per cent to 6 per cent 
return to be reasonable for a telephone company, will calculate the permissible 
net income on the basis of a 6 per cent return in order to overcome regu- 
latory lag, p. 170. 


(Davis, Commissioner, dissents.) 
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APPEARANCES: Joseph Allen, Peo- 
ple’s Counsel; Sheldon Braiterman, 
Assistant People’s Counsel; Thomas 
N. Biddison, City Solicitor, Edwin 
Harlan, Deputy City Solicitor, and H. 
Donald Schwaab, Assistant City So- 
licitor, for The Mayor and City Coun- 
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cil of Baltimore; Stephen H. Fletcher, 

Blake T. Newton, Jr., and John F. 

Preston, Jr., for The Chesapeake and 

Potomac Telephone Company of Balti- 
more City. 

By the Commission: By its appli- 
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cation filed herein on November 27, 
1953, The Chesapeake and Potomac 
Telephone Company of Baltimore 
City, hereinafter generally referred to 
as the company, asks that the commis- 
sion establish schedules of rates and 
charges for the telephone service 
which it supplies throughout the 
state of Maryland which shall be just, 
reasonable, and sufficient to yield a 
fair return upon the fair value of the 
company’s property. Although the 
petition did not specify the amount of 
increase requested, at the hearing, the 
first witness for the applicant stated 
that $3,186,000 in additional net in- 
come was sought and that, to produce 
this net income, additional revenue of 
$6,864,000 per annum would be re- 
quired. ; 


The application recites that the 
higher costs of operation experienced 
in the period since the end of World 
War II and the record level of con- 
struction at the prevailing high price 
levels in the same years to supply the 
thousands of persons who had been 
unable to get service during the war- 
time and to meet the continuing de- 
mands of the public for telephone serv- 
ice, were largely responsible for the 
present condition of the company, 
which urgently necessitates __ relief 
through higher rates. 


In the last proceeding involving the 
rates of the company the commission, 
by its Opinion and Order No. 49685 
of January 23, 1953, in Case No. 
5257, 44 Md PSC 30, 97 PUR NS 
97, authorized the establishment of 
temporary rates, effective with Feb- 
ruary, 1953, billings, designed to pro- 
duce additional net income of $661,- 
000 per year and, after further in- 
vestigation and hearing, these rates 
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were made final by the commission’s 
decision of September 11, 1953, 44 
Md PSC 153, 100 PUR NS 161. 

Testimony was taken on six days, 
starting March 24, 1954, and con- 
cluding on April 29th. Oral argu- 
ment being waived by counsel, the 
case was submitted with the filing of 
briefs on May 17th. 

The mayor and city council of Balti- 
more sought and obtained permission 
to intervene in the proceeding and the 
office of the city solicitor worked in 
close and harmonious co-operation 
with people’s counsel in opposing any 
increase in rates. Six civic and sim- 
ilar organizations and twice that many 
individuals wrote to the commission 
protesting the increase in rates applied 
for by the company. 

This is the fifth application. for in- 
creased telephone rates which the 
company has filed in this inflationary 
period. The first petition was re- 
ceived on December 20, 1946, the next 
one, dated November 10, 1948, was 
followed by application of May 23, 
1951, and the last one before the 
present petition was dated August 
20, 1952. 

In three of these cases emergency 
rates were authorized pending the 
establishment of permanent rates and 
although some relief was granted by 
the commission in each proceeding, in 
none of them did the commission 
allow the full amount contended for 
by the utility. 

In view of the great length at 
which the commission had discussed 
the points in dispute in the earlier 
proceeding, it seems wholly unneces- 
sary again to go over the same dif- 
ferences and it therefore merely lists 
the references to its reported decisions 
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in the cases before referred to. See 
(1947) 38 Md PSC 30; (1947) 38 
Md PSC 75, 70 PUR NS 97; (1949) 
40 Md PSC 54, 78 PUR NS 286; 
(1950) 41 Md PSC 44, 84 PUR 
NS 175; (1952) 43 Md PSC 35, 
93 PUR NS 215; (1953) 44 Md 
PSC 30, 97 PUR NS 97; (1953) 
44 Md PSC 153, 100 PUR NS 161. 


Appeal was taken to the circuit 
court No. 2 of Baltimore City 
({1952] 95 PUR NS 129) by the 
company from the commission’s deci- 
sion of March 11, 1952, supra, 93 
PUR NS 215, allowing rates to pro- 
duce an increase of $452,640 in net 
income, for which additional gross 
revenue of $943,000 was required, in- 
stead of the $2,310,000 net, $5,000,- 
000 gross, applied for by the com- 
pany. People’s counsel and the mayor 
and city council of Baltimore filed a 
cross-bill. Although the trial court 
set aside the order of the commission 
and remanded the case for further 
consideration by the commission, the 
court’s order was stayed pending ap- 
peal. The court of appeals on De- 
cember 5, 1952, 201 Md 170, 97 PUR 
NS 50, 93 A2d 249, dismissed both 
the bill and the cross-bill and sustained 
the action of the commission. 


Only three witnesses were offered 
by the applicant. Its vice president, 
W. G. Morrel, testified that the large 
capital needs of the company, which 
have been at an unprecedented rate 
ever since the restrictions on the 
construction of telephone plant 
were removed at the end of the 
war, will continue through 1954 and 


into years following. From 1946 
through 1954 capital expenditures 
will aggregate over $200,000,000, 


according to Mr. Morrel which, he 
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stated, will be over double the total 
plant investment at the end of 1946. 
The number of persons awaiting serv- 
ice early in 1947 was approximately 
48,000; by reason of the extensive 
construction program practically all 
the applicants are now being con- 
nected within a reasonable time after 
they apply, as only about 4,000 pros- 
pective customers were waiting to be 
connected at the time of his testimony. 
Besides those awaiting service there 
have been many instances where it 
was not possible to give the subscriber 
the grade of service he desired. Some- 
thing over a year ago there were 
41,000 customers who had applied for 
a higher grade of service than they 
then were receiving but this number 
has since been reduced to about 28,- 
000. 

Several features of the telephone 
business were emphasized by Mr. Mor- 
rel as playing an important part in 
the company’s economy. For one 
thing, the number of telephones 
gained in a given period is much 
smaller than the total number in- 
stalled in the same time. This is due 
in some small measure to discontinu- 
ance of service but most often to 
change in the subscriber’s location. 
For example, in 1946 125,000 tele- 
phones were installed, 67,000 taken 
out, making a net gain of 58,600. In 
1954 it is estimated that there will 
be 180,000 installations, 141,000 re- 
moved, for a net gain of 39,000. 
These figures, which are all rounded 
out to even thousands, show that the 
number of moves per telephone gained 
has increased considerably in recent 
years; a net gain of 58,000 telephones 
in 1946 involved only 125,000 instal- 
lations, while in 1954, in order to 
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gain only 39,000 telephones, 180,000 


installations will be required. In ex- 
planation of this Mr. Morrell men- 
tioned the constant shift in the pop- 
ulation and especially the steady 
movement of population from the cities 
to the suburbs. As examples he cited 
Essex where, just prior to our eritry 
into the war, there were only about 
1,000 telephones and now over 14,000, 
and Towson where, in the same time, 
the number has increased from 5,000 
to over 23,000. 


Another feature which is unique to 
the telephone business is that, as the 
number of telephones in the subscrib- 
er’s service area increases, both the 
value of the service to him and the 
cost to the company increases. The 
trend has been toward the extension 
of the local call area to points where 
there is a real community of interest. 
Towson, Catonsville, Pikesville, Es- 
sex, Arbutus, and other exchanges in 
the adjoining sections of the counties 
around Baltimore are now included in 
the Baltimore City calling area, where- 
as formerly calls between these points 
and the city were subject to toll 
charges. 


Mr. Morrel testified as to the much 
greater investment per telephone which 
is now required. At the end of 1946 
the investment per telephone was 
about $230. The plant additions per 
telephone gained during the next seven 
years came to about $390, so that, at 
the end of 1953, the investment per 
telephone was approximately $275. 
For 1954 the cost per telephone gained 
is estimated at an even higher figure 
of $575, and if this cost is experienced 
it will bring the average per telephone 
to approximately $290 at the end of 
the year. 
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Mr. Morrel contended that in each 
instance where rate relief has been 
granted by the commission the in- 
creased rates have failed to produce 
the return estimated by the commis- 
sion. He attributes this to the fact 
that the commission has based its esti- 
mates on a past year whereas, by the 
time the new rates became effective. 
increased expenses and greater capital 
investment have been experienced. To 
restore the company’s earnings to a 
reasonable level Mr. Morrel said that 
additional net income of $3,186,000 
is required and that, to obtain this 
amount, rates to produce $6,864,000 
additional revenue are necessary. 

General Accounting Supervisor 
Richard M. Fowler gave figures as 
to the company’s revenues, expenses, 
earnings, capital requirements, etc. 
He offered statements covering the 
actual operating results for the twelve 
months ended February 28, 1954, 
with adjustments to reflect changes 
during the year, the most important 
of which was for increased wages 
which were effective for only a por- 
tion of the period. In addition to 
the results for the past period, Mr. 
Fowler presented exhibits showing 
what could reasonably be expected to 
result from the 1954 operations, for 
only two months of which actual fig- 
ures were then available. This was 
done to help overcome the difficulty 
which Mr. Morrel contended always 
happens, that is, that by the time the 
increased rates become effective the 
situation has so changed since the 
presentation of figures covering a test 
period which is long since past that 
the income predicted by the commis- 
sion is not realized and that the actual 
rate of return earned is inevitably 
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lower than that set by the commission. 
Higher costs, especially increased wage 
rates, and the greater investment for 
each additional telephone connected, 
are given as the causes primarily re- 
sponsible for this situation. 

The executive vice president of The 
First National Bank of Baltimore, 
Robert B. Hobbs, was a witness for 
the company regarding the current cost 
of capital. Mr. Hobbs stated that as 
the local company has no securities out- 
standing in the hands of the public 
other than $15,000,000 of debenture 
bonds sold last year, the only practical 
way to ascertain the cost of equity 
capital was to find the cost for the 
telephone industry generally and he 
therefore used the costs of the Bell 
System as a basis for his determina- 
tion. By using a debt ratio of 37 per 
cent, with a cost of 3 per cent for 
debt and 9.5 per cent cost of equity, 
he reached an over-all cost of capital 
to The Chesapeake and Potomac Tele- 
phone Company of Baltimore City of 
7.1 per cent. He said that, in his 
opinion, “anything less than 7 per cent 
is not a fair rate of return and this is 
particularly true when the economic 
environment in which we have been 
living in this postwar period is con- 
sidered.” The cost of debt used by 
Mr. Hobbs, 3 per cent, is somewhat 
less than the actual cost of the $15,- 
000,000 of debentures, 3.45 per cent, 
but, as pointed out by him, interest 
costs varied considerably in 1953 and 
are currently considerably less than 
they were a year ago. The 9.5 per cent 
cost of equity capital, Mr. Hobbs 
stated, is what he finds to be the cost 
to the American Telephone and Tele- 
graph Company of equity capital issued 
by it from 1950 to 1953. 
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The first witness for people’s coun- 
sel was David A. Kosh, a public util- 
ity consultant, who has been especially 
employed by the state of Maryland in 
a number of cases involving the rates 
of this and other utilities in recent 
years. 

Mr. Kosh testified that he would 
consider a capital structure for the 
company containing 45 per cent debt 
quite conservative. He said that he 
believed the local company could get 
additional bond money at a cost of no 
more than 34 per cent and that, giv- 
ing consideration to the $15,000,000 
of debentures which were issued last 
year at a cost, including expenses, of 
3.48 per cent, he reached an over-all 
cost for bond money of 3.3 per cent. 
Mr. Kosh agreed with Mr. Hobbs that 
in the determination of the cost of 
equity capital it would be necessary to 
consider the cost of common stock of 
the parent A. T. & T. Company. 
There, however, his agreement with 
Mr. Hobbs ended. Mr. Kosh ex- 
pressed the belief that investors buy 
A. T. & T. stock for the $9 dividend, 
which has been paid for more than 
thirty years, and that an analysis 
based on dividend yields of A. T. & T. 
stock avoids what he termed the valid 
criticism that might be leveled at the 
use of earnings-price ratios of Bell 
Companies at this time. Mr. Kosh 
said that as a general proposition he 
did not object to the use of earnings- 
price ratios in determination of cost 
of equity capital but that, in view of 
the number of cases now pending be- 
fore regulatory bodies concerning 
rates of operating companies in the 
Bell System, it is his belief that the 
present use of earnings-price ratios is 
an uncertain measure and that the 
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dividend yields provide a better crite- 
rion for such determination. The 
witness arrived at an equity cost at 
the rate of 7.84 per cent and a total 
rate of return of 5.80 per cent for the 
company which he stated would be a 
fair rate of return for the local util- 
ity. Mr. Kosh stated that the sug- 
gested rate of return did not contain 
any downward adjustment because of 
the fact the company is paying more 
in federal income taxes than it would 
pay if it had a higher debt ratio than 
it actually has and that any adjustment 
for tax saving should be made on its 
own merits and independently of what 
is a fair rate of return. 


Mr. E. Edward McLean, the chief 
auditor of the commission, testifying 
for the people’s counsel, presented 
statements related to the same year of 
actual operations covered by the com- 
pany’s exhibits, i.e., the twelve months 
ended February 28, 1954, but, by 
using an average rate base for the 
period, and, by making adjustments 


for lower federal income taxes which. 


would accrue if the company’s capital- 
ization were different from what it 
actually is, he arrives at rates of re- 
turn higher than those shown by the 
company. 

[1,2] At the opening of the hear- 
ing, counsel for the company stated 
that since the filing of the application 
the earnings have continued a down- 
ward trend and that prompt relief in 
the form of higher rates was impera- 
tive. Therefore, in order to expedite 
the proceedings, he stated that the com- 
pany had withdrawn its request for 
a revaluation of its plant and prop- 
erty and had agreed with people’s 
counsel that, for the purpose of the 
present case, the rate base would be 
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the value as last determined by the 
commission, plus net additions since 
the date of the last valuation. Thus, 
as people’s counsel stated in his open- 
ing statement, “the tedious, time-con- 
suming question of ‘fair value’ as well 
as that of ‘cash working capital,’ have 
been eliminated as issues in this case.” 

Although this agreement removed 
what has been one of the principal 
points of controversy in prior proceed- 
ings, it left for determination at least 
three items which affect the level of 
rates and earnings, as follows: 

1. Adjustment of the company’s 
net income contended for by people’s 
counsel to reflect any federal income 
tax saving which would accrue to it 
under a hypothetical debt ratio higher 
than the present actual debt ratio, or 
by reason of the parent company filing 
consolidated tax return. 

2. The fair rate of return on the 
agreed-upon rate base. 

3. The consideration to be given to 
the projected operations during the 
year 1954. 

The matter of the federal income 
taxes has been raised in earlier pro- 
ceedings before the commission involv- 
ing the rates of the applicant and in 
its opinion in the last case, decided on 
September 11, 1953, the commission 
had this to say: 

“Regardless of what position the 
commission may hereafter take with 
respect to the matter of federal in- 
come taxes, including the apportion- 
ment of any saving which may be 
effected by the parent corporation by 
the filing of a consolidated return, there 
have been some recent developments 
which so affect the costs and earnings 
of the company as to make it unnec- 
essary, as a practical matter, to make 
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any final determination of the tax is- 
sue at this time.” 44 Md PSC 153, 
157, 100 PUR NS 161, 166. 

Two years ago the Committee on 
Accounts and Statistics of the National 
Association of Railroad and Utilities 
Commissioners made a study of the 
distribution of federal income taxes 
among companies of the Bell System 
and submitted its findings in a report 
to the association. The report, a copy 
of which was filed in this case, states 
that : 

“Tnitially, the purpose of the com- 
mittee’s analysis of the problem was to 
determine a proper accounting distri- 
bution of the consolidated federal in- 
come tax liability among the compa- 
nies entering into the consolidated tax 
return. It became apparent, however, 
that the problem was broader. There 
was the question, as to how the income 
tax effect of interest expense of A. 
T. & T. Co. should be distributed 
among subsidiaries, some of which al- 
ready had substantial debt issues of 
their own while others were free of 
debt. Then, too, not all Bell System 
telephone subsidiaries could enter the 
consolidated tax return, thus creating 
the problem of allocations as between 
companies on an individual return 
basis and those included in the consol- 
idated return. 


“In these circumstances, the com- 
mittee directed its efforts to considera- 
tion of a basis of allocation of federal 
income taxes useful for rate purposes 
and to means of making these data 
available to the various commissions.” 


In its work the committee was fur- 
nished with such information as it 
called upon the A. T. & T. Co. to 
supply, and the report goes on to say: 

“The Bell System is willing to make 
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available to all state commissions and 
to the Federal Communications Com- 
mission annually for each calendar 
year, and at other times to individual 
commissions upon request, a set of 
schedules showing the tax effect by 
companies and by states of spreading 
the debt of American Telephone and 
Telegraph Company among its sub- 
sidiaries with a view toward equaliza- 
tion of Bell System debt.” 

Several of the members of the com- 
mittee dissented from the report, for 
various reasons, and the chairman of 
the committee, when he presented the 
report, stated that it should be consid- 
ered as tentative and subject to further 
study and analysis. 

In the instant case the commission’s 
chief auditor, testifying for people’s 
counsel, used the suggested procedure 
as a starting point, but departed there- 
from in several respects. Among other 
changes, he excluded in his calculations 
the 2 per cent additional tax which 
the A. T. & T. Co. has heretofore been 
required to pay by reason of filing a 
consolidated return. It would appear 
that this particular point of difference, 
which is by far the largest, is now re- 
moved, as one of the changes effected 
by the new Internal Revenue Law, 
H. R. 8300, is the removal of the 2 
per cent penalty on consolidated tax 
returns of regulated public utilities. 


Applying the procedure of the com- 
mittee, the tax adjustment for The 
Chesapeake and Potomac Telephone 
Company of Baltimore City based on 
allocation of income taxes of A. T. 
& T. Co. for the year 1953 would re- 
sult in a reduction of $141,914. If 
to this is added the amount of $368,- 
223 which is made up of the 2 per cent 
additional tax incurred in 1953 by 
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reason of the consolidated return (but 
which will not be incurred in 1954 and 
subsequent years) and the tax effect 
of dividends received from principal 
telephone subsidiaries of A. T. & T. 
Co., the total is $503,558. This is for 
the entire operations of The Chesa- 
peake and Potomac Telephone Com- 
pany of Baltimore City and when we 
apply the ascertained percentage of 
85.9 which is the portion of intra- 
state operations in 1953, the adjust- 
ment is reduced to $432,077. 


As has heretofore been pointed out 
by the commission, the capital struc- 
ture of the applicant does not follow 
the pattern of other utilities and this 
is true of practically all the subsidiaries 
of the A. T. & T. Co. In the main the 
operating companies are dependent 
upon the parent for the capital funds 
they require, the funds being advanced 
as needed and notes given therefor. 
These advances are paid by the issu- 
ance of stock from time to time, all 
of which stock is acquired by the par- 
ent. At the end of 1953 the appli- 
cant had outstanding $135,000,000 of 
common stock, all owned by the A. 
T. & T. Co., and $15,000,000 of de- 
bentures which were issued last year, 
this being the first and only funded 
debt of the company. Advances from 
the A. T. & T. Co. amounted to $4,- 
875,000 on December 31, 1953. 


Witnesses testifying both for the 
company and the users as to cost 
of money recognized that it was nec- 
essary to consider the cost to the entire 
Bell System rather than to use only 
the cost to the local company. 


The tax study was designed to give 
a working basis for use in rate pro- 
ceedings which gives recognition to 
the actual capital structure of the en- 
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tire Bell System and the committee 
expressed no opinion regarding the 
propriety of the method used by the 
Bell System for making the distribu- 
tion of the taxes in the account. The 
report stated that: 

“The Bell System sees obstacles to 
reflecting a reallocation of the tax 
effect of interest on debt in the ac- 
counts at this time. The effect on 
certain minority security holders must 
be considered. Further, a different 
allocation procedure for accounting 
purposes might require changes in 
contractual relations between Amer- 
ican Company and its subsidiaries.” 


The position of the company, as the 
commission understands it, is that it 
denies the need for or the propriety 
of any tax adjustment at all. At the 
same time, however, it would appear 
that the method of adjustment as pro- 
posed by the committee is accepted as 
proper if, in fact, it is proper to make 
any adjustment. 

[3] In view of all the facts and 
circumstances the commission does not 
feel that it will be unreasonable, in 
this proceeding, to make the tax ad- 
justment as determined by its chief 
auditor. As before stated, the 2 per 
cent additional tax incurred by reason 
of the consolidated return has just 
been repealed, and the new law gives 
detailed rules for the allocation of the 
tax in determining the earnings and 
profits of the members of the group 
covered by the consolidated return. 


[4] The several applications of the 
company for rate relief that the com- 
mission has had to pass on in the past 
seven years have necessitated serious 
study of the rate of return which the 
applicant is entitled to earn. The last 
occasion when the commission con- 
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sidered this matter was in Case No. 
5257, and in its opinion filed therein 
on September 11, 1953, 44 Md PSC 
153, 100 PUR NS 161, 166, it said: 


“The commission does, however, 
have the right to consider what the 
capital structure should be when it 
fixes a proper rate of return. This 
the commission has repeatedly done. 
In its opinion in Case No. 4968, filed 
March 16, 1950, 41 Md PSC 44, 84 
PUR NS 175, eight full pages are 
devoted to this question, and an over- 
all rate of return of 54 per cent was 
found to be fair. The question was 
again considered in Case No. 5176, 
and our opinion filed on March 11, 
1952, 43 Md PSC 35, 93 PUR NS 
215, again discussed the over-all rate 
and fixed a rate of return of from 53 
per cent to 6 per cent, which rate of 
return was adopted in the temporary 
case and which we now find to be 
fair and reasonable. As a proper capi- 
tal structure was considered in fixing 
the rate of return it would be unjust 
not to allow the company to earn the 
rate found to be reasonable after the 
consideration of such a capital struc- 
ture.” 

Weare not convinced that we should 
at this time change the rate of return 
heretofore established as reasonable 
for the company. In view of the fail- 
ure of the company to earn the author- 
ized rate of return under the schedules 
of rates established by the commission 
in these recent proceedings, we do feel, 
however, that we should make every 
reasonable effort to see that whatever 
rates we may now permit will enable 
the company to earn a return within 
the limits set. 


We are satisfied that to do this we 
must, in the present proceeding, take 
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into account the conditions which now 
prevail and which will continue to 
prevail during the time that the rates 
to be established will be effective. 
Changes are bound to occur in almost 
any period and although some of these 
may be foreseen, others are wholly un- 
predictable. For example, at the time 
that the hearings were being held the 
maximum corporate income tax rate 
of 52 per cent was to be decreased to 
47 per cent on April 1, 1954, under 
the then iaw. The higher rate has 
been continued one year to April 1, 
1955, however, under the new tax bill. 
Needless to say, it is hopeless for us 
to predict what, if anything, will be 
done regarding this rate in the next 
year. We can say, however, that if 
the tax is reduced to 47 per cent and 
this reduction has the effect of bring- 
ing the return to the company beyond 
the established rate, the commission 
will be in a position to act promptly 
in the protection of the public interest. 

The reasons which have heretofore 
operated to reduce the return below 
the range set by the commission have 
been referred to herein. 

Company Exhibit No. 13 shows that 
the commission value brought up to 
February 28, 1954, was $155,157,989 
for intrastate and that, estimating the 
net additions for the ten remaining 
months of 1954, the value would be 
$167,760,000. For the twelve months 
ending February 28, 1954, the going 
level of net operating income at present 
rates was shown to be $8,438,403, 
equating to a return of 5.44 per cent 
on the rate base, and for the entire year 
1954 (ten months estimated) $8,557,- 
000, equaling a return of 5.10 per cent 
on the estimated rate base at the end 
of the year. The exhibit shows that 
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if the full rate relief requested was 
in effect for the entire year, the re- 
turn would be increased to 7 per cent. 
Manifestly, any rate relief which the 
commission may now allow will not be 
in effect for the entire year 1954. 
However, as we have so often said, 
rates are fixed for the future, not for 
the past. In any present projection of 
the property, revenues, and earnings 
of this company we may confidently 
assume that property will continue to 
be added, new customers connected, 
and the upgrading of service contin- 
ued. 

[5] Having in mind the failure of 
the rates heretofore allowed in the 
earlier proceedings to produce the es- 
tablished return in any of those cases 
we should, at this time, attempt to 
fix rates which will bring the return 
within the prescribed limits and, by 
making our calculation on the basis of 
a 6 per cent return, this objective 
should be accomplished. 


Although at the time the figures for 
1954 were submitted only two months 
were actual and ten months were esti- 
mated, the passage of time has since 
converted into actual six of these 
months, reducing the period of esti- 
mate from ten months to four months. 
Therefore, using the year-end date and 
knowing that the construction program 
for 1955 calls for gross plant additions 
of about $25,000,000, as testified to 
at the hearing, mean that the base on 
which our estimates are made will be 
not far from the expected average for 
the ensuing year. 

If we are to assume that rates now 
established are to be in effect for at 
least one full year, we are safe in using 
as our starting point the estimated 
figures for 1954. If we apply the per- 
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mitted return of 6 per cent to the esti- 
mated rate base of $167,760,000 we get 
a permissible net income of $10,065,- 
000. The predicted income under the 
present rates is given as $8,557,000 
but this must be increased to give effect 
to the tax adjustment of $432,077, 
which amount, though based on 1953 
operations, may reasonably be used in 
our present calculations. This cor- 
rection increases the predicted net to 
$8,989,077 or $1,075,000 under the 
amount which the company should be 
entitled to earn on the rate base and 
at the rate of return aforesaid. To 
obtain this $1,075,000 of additional 
net income an increase of $2,316,000 
in gross revenue is necessary, due to 
the impact of taxes. 

An order will be entered in accord- 
ance with these conclusions. 

Davis, Commissioner, dissenting: 
It is with deep regret to me that the 
Maryland Public Service Commission 
does not join the neighboring states in 
rejecting the claims of the American 
Telephone and Telegraph Company, 
through the Chesapeake and Potomac 
Telephone Company, for higher tele- 
phone service charges. On August 5, 
1954, the New York commission de- 
nied in full a petition for an increase 
in intrastate telephone rates of $69,- 
000,000. The New Jersey commis- 
sion, after a 2-year hearing, denied a 
request for $18,000,000 (except only 
coin box increase from 5 cents to 10 
cents). (It should be noted that the 
Maryland commission has permitted 
two, and this will be three, increases 
during this same period for the Chesa- 
peake and Potomac Company.) The 
Michigan commission, in May, 1954 
(5 PUR3d 301), denied a $22,000,000 


increase; the Alabama commission, in 
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April, 1954 (4 PUR3d 195), denied 
one of nearly $5,000,000; and the 
Idaho commission denied in full the 
increase requested by the Mountain 
States Telephone Company in the 
spring of 1954 (6 PUR3d —) — 
this was appealed and the commission 
upheld in full in the court. 


The companies involved in these 
proceedings are all a part of and/or 
owned by A. T. & T. Each has its 
problems of labor and material costs 
and is complying with large demands 
for increased service. In the Alabama 
case the commission there found that 
the economies and savings through 
the installation of intertoll dialing 
would amount to .02 per cent in the 
rate of return, and this saving should 
materialize for these other companies 
through this efficiency in operation. 
The public should not be expected to 
pay for these modern improvements 
by having its rates increased every few 
months, as the Maryland users have 
experienced with C. & P. requests. 
This is a part and parcel of the service 
a monopoly should be required to give 
the public. Mr. Morrel, vice presi- 
dent of C. & P., admitted that these 
improvements in efficiency, which serve 
to decrease operating expense, have 
greatly aided his company in lowering 
its total expenses. Ten thousand peo- 
ple are able to operate The Chesapeake 
and Potomac Telephone Company of 
Baltimore City in 1954 with over 
800,000 telephones whereas 8,000 were 
employed in 1946 with only 400,000 
telephones. Mr. Morrel stated fur- 


ther that the average phone is now 
“in trouble’ only once every fifty 
months while prior to the war it found 
itself “in trouble” once every twenty- 
five months. 


He also stated that the 
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46,932,480 on August 23, 
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average time for putting through out- 
of-town calls has dropped from 173 
seconds in 1947 to 89 seconds in 1953. 
Due to other new inventions he cited 
improvements in service now available 
and stated that dial phones presently 
constitute 78 per cent of the total 
phones in Maryland, while, at the end 
of the war, only 49 per cent were dial. 
He failed to state that two neighboring 
jurisdictions, the District of Columbia 
and the state of Delaware both are 
100 per cent dial. Apparently the 
modernization in Maryland has not 
been pursued as diligently or success- 
fully as it has elsewhere, and the com- 
pany still has held orders for service. 
I fail to agree that the service is as 
good as Mr. Morrel would have one 
think when at this late date, over nine 


years after the end of the war, the 
company has not installed enough fa- 
cilities to fully serve the public. 


Mr. 
Morrel also failed to bring out the fact 


that the telephone company in Mary- 
land has secured more increases than 
any other utility in the state, since the 
end of the war. 


A. T. & T. is striving through each 
of its subsidiaries to boost the rates 
of local consumers so that it will obtain 
sufficient revenue to pay the $9 divi- 


dend on its outstanding shares of 


stock, whether that amount be 21,- 
487,982 on December 31, 1947, 25,- 
261,183 on December 31, 1949, 28,- 
615,956 on December 31, 1950, or 
1954. 
From January, 1950, until August, 
1954, the A. T. & T. has borrowed 


over 3 billion dollars by issuing con- 


vertible bonds which were converted 
into stock which paid a $9 dividend. 
This gives the holders of A. T. & T. 
not only the $9 dividend but also val- 

5 PUR 3d 











MARYLAND PUBLIC SERVICE COMMISSION 


uable rights which became in fact a 
fifth ‘quarterly’ which yielded even 
more than $9. Is it any wonder the 
stock has advanced from $155 in 1952 
to $175 in 1954 per share? The 
exact amount of value per right per 
share was averaged as 1752 in 1951, 
21%4 in 1952, and 27%2 in 1953. 
This means each share of A. T. & T. 
stock produced not $9 but $11 for 
the owner in each of the years 1951, 
1952, and 1953. It should also be 
noted that C. & P. received rate in- 
creases in 1950, 1952, and 1953. 

It now becomes a contest between 
those who own this A. T. & T. stock 
and the Maryland ratepayer as to 
whether the stockholder will receive 
his fixed dividend. “forever,” which 
places it in the category of a bond, 
or whether those who use the tele- 
phones will be compelled to constantly 
pay more and more for their use. It 
would appear that A. T. & T. manage- 
ment is exerting terrific pressure on 
all its subsidiaries to apply for more 
and more rate increases during the 
time they are modernizing their plant 
and installing dial telephones through- 
out the nation. It is my contention 
that the users of the telephones should 
not pay all of this expense. A. T. & 
T. doesn’t choose to offer stock to 
the public, it selling stock only as a 
conversion of a debenture plus a 
stated price. Mr. Hobbs’ testimony 
showed that A. T. & T. only receives 
about $136.37 per share on the aver- 
age, as a result of this policy, where- 
as if A. T. & T. offered the stock at 
something nearer the market price it 
would undoubtedly realize more per 
share than it presently does. There is 
no valid reason why the public in 
Maryland should be asked to support 
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a New York office policy which is so 
costly from a financial structure posi- 
tion. The local company should be 
treated as if it were not dominated by 
New York interests so that the people 
in Maryland could have the benefit of 
a sound financial structure including a 
fair proportion of debt, and a reason- 
able dividend for equity. I therefore 
dissent from my colleagues’ decision 
for the following reasons. 

First, I agree with Mr. Kosh that 
the 5.8 per cent rate of return is suf- 
ficient for C. & P. and should not be 
increased at this time to 6 per cent, 
which the majority opinion allows. 
Even 5.8 per cent is not a “bare bones” 
figure but was pointed out to be com- 
posed of a liberal allowance made in 
each factor considered, namely, in the 
capital structure, in cost of debt, in 
the dividend yield, in the payout ratio, 
in the allowance for pressure, and thus 
in the resultant cost of equity. 

It is interesting to note that every 
witness in the last three cases, except 
Mr. Hobbs, has rated C. & P. better 
than average of the Bell System. It 
has little, if any, debt, only $15,000.- 
000 in bonds issued last year with 
$135,000,000 in capital stock outstand- 
ing, entirely owned by A. T. & T., and 
$7,000,000 surplus. This surplus has 
increased from $2,391,211 on Decem- 
ber 31, 1946, to $7,277,923 on Feb- 
ruary 28, 1954. It is my contention 
that A. T. & T. has capitalized on the 
good name and excellent financial po- 
sition of C. & P. and that because of 
this the telephone users in Maryland 
have been the recipients of unjust 
treatment. This is evident in several 
respects; the physical assets of A. T. 
& T., per books, amounts to $732,895,- 
376 but its outstanding funded debt is 
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$2,180,655,700. Obviously, A. T. & 
T. could not increase its debt with this 
disproportionate amount of debt unless 
the company owned and was able to 
borrow on the fine name and good 
standing of its subsidiary companies, 
of which C. & P. is a classic example. 
With only 10 per cent of C. & P. 
capital structure in bonds, A. T. & T. 
would have second lien protection on 
90 per cent of C. & P. assets. Be- 
cause of this low debt, C. & P. contrib- 
utes in four distinct respects to a higher 
rating for A. T. & T. bonds, to a lower 
interest charge thereon and to the lat- 
ter’s ability to increase its debt financ- 
ing and its tax savings. Yet, the 
Maryland Company’s customers are 
charged with extra operating tar ex- 
pense resulting from that company’s 
low debt. I repeat a previous state- 
ment that a capital structure of 10 per 
cent bonds and 90 per cent stock is 
unfair to the Maryland customers from 
a tax angle. Interest on bonds is 100 
per cent deductible and I think our 
Maryland customers are unfairly and 
unjustly treated by both A. T. & T. 
and C. & P. when such a ratio is con- 
tinued. The Maryland commission, 
“while having no power to direct the 
issuance of bonds instead of stock, can 
say that the consumer should not be 
required to pay more than he would 
have to pay if the company availed it- 
self of an appropriate debt-equity 
capital structure.” 

If this debt ratio were increased to 
45 per cent, as Mr. Kosh contends is 
equitable and proper, and if the inter- 
est on bonds issued at 3 per cent or 
34 per cent was deducted as a tax 
expense, C. & P. would greatly lower 
its tax expense and the commission 
could hold the line for the benefit of 
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the Maryland consumers. An interest 
rate of $9 is unrealistic in 1954, money 
rates having declined to the 1946, 1947 
level. Short-term government notes 
are yielding less than one per cent 
and long-term governments are yield- 
ing approximately 2 per cent. There- 
fore, a 3 per cent C. & P. bond is nor- 
mal and practical and should be utilized 
to the fullest extent. 

I disagree with the correctness of 
the assumption the majority has made 
when it accepts the statement of Mr. 
Morrel, “that in each instance where 
rate relief has been granted by the 
commission, the increased rates have 
failed to produce the return estimated 
by the commission.” Again from the 
majority opinion of the commission : 
“Having in mind the failure of the 
rates heretofore allowed in the earlier 
proceedings to produce the established 
return in any of these cases.” 

The book income for the test year 
ending February 28, 1954, was $8,- 
443,026. The average commission 
rate base brought down to date for 
that period was $145,677,000, P. C. 
Ex. No. 2, Col. B, line 7, producing 
a rate of return of 5.8 per cent, which 
is within the range which this commis- 
sion found reasonable in previous 
cases. All the figures in the book in- 
come are actual except the tax figure 
which is computed as a formula which 
A. T. & T. has estimated. If we apply 
to the book income the tax adjustment 
which the majority finds not to be 
unreasonable, the rate of return for 
the test year would be 6.09 per cent, 
P. C. Ex. No. 2, Col. D, line 14, well 
above the range set by the commission 
in previous cases, as well as in this 
one. If to this is added the tax ad- 
justment resulting from the consoli- 
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dated return, the rate of return would 
be even higher. 


The question as to whether savings 
from consolidated returns should be 
allocated to subsidiary operating com- 
panies has been considered by other 
state and federal regulatory bodies. 
The answer is overwhelmingly in favor 
of allocating these tax benefits to the 
local operating companies and to its 
subscribers. Many cases involving 
utilities other than telephone have 
been very clearly decided, that the par- 
ent financial holding company cannot 
usurp to itself all the tax savings re- 
sulting from the consolidated return. 
The identical question was raised in 
telephone company cases in other ju- 
risdictions regarding the allocation of 
consolidated tax savings of the Bell 
System, and such tax savings were 
allocated to local companies, a recent 
case being the Northwestern Bell Tele- 
phone Company (North Dakota)— 
April 15, 1954. The Maryland Com- 
mission cannot compel A. T. & T. to 
pay any portion of these tax savings 
to C. & P., but it can determine the 
amount of the fair contribution by the 
local company in the total consolidated 
tax, and to allow only such amount 
in the tax expense of the C. & P. Com- 
pany. 

I disagree with the majority opin- 
ion of the commission in the follow- 
ing assumption: The majority adopts 
the estimated year-end rate base of 
$167,760,000 as the average for a year 
ending twelve months from now. As- 
suming the estimate to be correct, that 
figure would be approximately right. 
However, in determining to what ex- 
tent the income from present rates 
would be deficient in producing 6 per 
cent on $167,760,000, the majority 
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applies the company estimated net in- 
come for 1954 of $8,557,000. There 
was no evidence introduced by the 
company as to what the estimated in- 
come would be for the twelve months 
ending August, 1955. It must be 
assumed that with increased plant there 
will be increased revenue and increased 
net income. The estimate of $8,557,- 
000, which admittedly covers only to 
December, 1954, cannot, therefore, be 
applied to a year ending six or seven 
months thereafter. If the commission 
is to accept the company estimates, it 
must do so by applying figures which 
relate to each other. Assuming the 
estimated income for 1954 to be $8,- 
557,000, as testified by company wit- 
ness, that sum should be adjusted both 
for tax savings resulting from a proper 
debt ratio and a consolidated return 
(the majority applies the first of these 
adjustments but not the second). This 
adjusted figure should then be applied 
to the average rate base for 1954, but 
not to the year-end rate base. 


Although Mr. McLean adopted the 
average rate base and considered tax 
savings with respect to the test year 
ended February 28, 1954, neither he 
nor anyone else presented any such 
figures as regards the calendar year 
1954. I shall, therefore, be obliged to 
make some approximate calculations 
based on the figures we have. I ar- 
rived at the average 1954 rate base by 
the following method : [See page 175. ] 

It would seem that the above appar- 
ent shortage would only be half of 
what the majority estimates. 

I have described this shortage as 
“apparent” because it is not real. As 
I have stated, I believe a rate of return 
of 5.8 per cent is ample. Further, I 
am of the opinion that the tax ad- 
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Estimated Rate Base 12/31/54 .. $167,760,000 
Rate Base February 28, 1954 .. $155,158,000 


$ 12,602,000 

Average Monthly Increase (1/10 
OF SIZGOZ000)) noe ec ws ens 1,260,000 
Rate Base 2/28/54 ............ $155,158,000 
Tess 2x SI 260000 ©... oo 6 ccees $ 2,520,000 


ate Base 12/5179... sccdes ss $152,638,000 
Estimated Rate Base 12/31/54 .. $167,760,000 


$320,398,000 
Average Rate Base 1954 ........ $160,199,000 
Rate of Return ....<.66 ce ccu0x .06 
Amount Required ............. $ 9,611,940 
Company Estimate of 1954 Net 
[CPST a eee Smee eee 8,557,000 
Tax adjustment per Majority 
rrr $ 432,077 
Tax adjustment for consolidated 
EMRE er eis taht see 61,052 
Adjusted Net Income 1954 ..... $ 9,050,129 
Amount Required ............. $ 9,611,940 
Apparent Shortage ............ $ 561,811 


justment should be on a basis of 45 
per cent debt which the commission 
has heretofore found to be reasonable, 
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and on that basis the company’s own 
estimates would result in the follow- 


ing: 


Average Rate Base 1954 ....... $160,200,000 
058 
Amount Required ............. $ 9,291,600 
Company Estimate of 1954 Net 
ics Gio Se ee ee ee ee $ 8,557,000 
Tax adjustment 45% debt ...... 716,695 
Tax adjustment consolidated re- 
RGR os cs ace ates Lines oratows 45,465 
Net Operating Income ......... $ 9,319,160 


The above calculation resulting in 
Net Operating Income of $9,319,160 
does not take into account the saving 
resulting from the increased efficiency 
to which I have previously made ref- 
erence, but does accept completely 
(which I do not) the company’s esti- 
mates of revenues and expenses. The 
result, nevertheless, shows net income 
in excess of that which is required on 
a reasonable basis. 





MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re Short Line of Massachusetts, Inc. 


D.P.U. 10878 
September 7, 1954 


NVESTIGATION of new rates filed by motor carrier; rates ap- 
proved and investigation closed. 


Valuation, § 327 — Intangible assets — Acquisition cost of franchise. 


1. Intangible assets consisting of the acquisition costs of a motor carrier 
franchise will not be recognized as part of the rate base, p. 177. 


Rates, § 175 — Need for rate base determination — Operation at a loss. 
2. No attempt was made to determine a rate base or rate of return for a 
motor carrier in a rate proceeding where, even after proposed increases 
were made effective, the carrier would still be operating at a deficit, p. 177. 
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Rates, § 187 — Justification for increase — Burden of proof. 
3. A motor carrier was found to have met the burden of proving its need 
for additional revenue without establishing a rate base or a rate of return 
where the evidence indicated that the additional revenues would do no more 
than enable the carrier to reduce to some extent its operating deficit and 
enable it to comply with directive issued bv the state regulatory body regard- 
ing the improvement of equipment, p. 177. 


APPEARANCES: Frank Daniels, for 
Short Line of Mass., Inc.; Edward N. 
Gadsby, for the Department. 


By the DEPARTMENT: On March 
30, 1954, Short Line of Mass., Inc., 
filed with the department a new sched- 
ule of increased fares identified as 
M.D.P.U. No. 3 stated therein to be- 
come effective April 30, 1954. The 
department, acting on its own motion, 
suspended the effective date of schedule 
until March 2, 1955, unless otherwise 
ordered. Public hearings were held 
on June 16, 1954, and July 7, 1954, 
in connection with the investigation 
thus initiated. There was no appear- 
ance in opposition. 

Short Line of Mass., Inc., is a com- 
mon carrier of passengers under certifi- 
cates issued by this department, operat- 
ing over a route between Worcester 
via Auburn, Oxford, and Webster to 
Perryville, Mass. Its operations over 
this route continue to Putnam, Con- 
necticut, such extension being, of 
course, in interstate commerce and 
thus outside our jurisdiction. The 
present application is the first time 
respondent, as such, has sought an in- 
crease in its fares since it commenced 
operations in November, 1953. The 
history of respondent and its predeces- 
sor in interest was described in our 
findings in Re Short Line of Massa- 
chusetts, D.P.U. 10606, 10607, dated 
November 16, 1953, 1 PUR3d 120, in 
which we gave our approval to a pro- 
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posed transfer and sale of respondent’s 
capital stock. 

During the year 1953 respondent 
operated 380,472 bus miles in its regu- 
lar route operations (both interstate 
and intrastate) and 16,376 bus miles 
in charter or special service. It car- 
ried 451,284 passengers in regular 
route service and 9,684 passengers in 
charter and special service and had to- 
tal gross revenues for the year ending 
December 31, 1953, of $148,684. It 
showed total operating expenses for 
the year of $159,889 and a net operat- 
ing loss of $11,208 before income de- 
ductions. Respondent estimates that 
the application of the proposed fare 
schedule would increase its annual 
gross intrastate revenues by approxi- 
mately $8,582. 

Respondents balance sheet as of 
May 1, 1954, may be summarized as 
follows : 


ASSETS 
Current Assets 2.25.6 siesccess $8,433.31 
Operating property .. $47,585.78 
Less accrued depre- 
CAHOR: 26... 17,077.47 
Rie ERE teh ih asides 30,508.31 
Intangible Assets .............. 38,912.41 
seferned WEBS ..........5.66: 1,382.88 
Gil WRI vo ccssesescscess ss 79,236.91 
LIABILITIES 
Current Laabilities .............. $23,221.20 
Equipment Obligations .......... 32,535.00 
RGA SOM cia a ase Sains oo bei 50,000.00 
Surolas (HPN) |... csc cae s (26,519.29) 
Deitel TARBUNES nce cine 79,236.91 
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[1] Of course, as we indicated 
would be our attitude (Re Short Line, 
D.P.U. 9656, Nov. 30, 1951), we do 
not and will not recognize as a proper 
asset the “Intangible Assets” consist- 
ing of acquisition costs. We said in 
that case that: 

“Warning is given now that we will 
not permit any value to be assigned to 
such franchises in any rate proceeding 
before us, and we will expect the trans- 
ferees of these certificates so to keep 
their books and records as to be able 
on such occasion clearly to segregate 
their interstate revenues and expenses 
from their intrastate operations. We 
do not share the over-sanguine view of 
the Interstate Commerce Commission 
that the result of the proposed transac- 
tion (resulting in the creation of re- 
spondent as an operating unit) will be 
to decrease operating expenses over 
their routes.” 

We have had prior occasion to preen 
ourselves over our perspicacity in this 
regard (Re Interstate Busses Corp., 
D.P.U. 10227, Dec. 23, 1953), and 
the present situation certainly again 
and clearly demonstrates the result to 
the public which follows when a regu- 
latory body ignores the plain implica- 
tions of a stock-jobbing deal. 

A comparison of present and pro- 
posed cash fares along respondent’s 
route is as follows: 


Present Proposed 

From: Worcester Fare* Fare* 
To: No. Oxford , Zar 30¢ 
Oxtord . .2.... Jt 4l¢ 
So. Oxford .... 46¢ 54¢ 
East Webster .. 52¢ 59¢ 
Webster ....... 58¢ 64¢ 
Perryville ...... 69¢ 73¢ 


* Before federal transportation taxes. 


Provision is made in the proposed 
[12] 
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schedule for school tickets to be sold 
in strips of 10 tickets at one-half the 
regular cash fare. The schedule also 
provides for a weekly personalized 
commutation ticket between Worces- 
ter and all other Massachusetts points 
at a substantial discount per ride. It 
is estimated that the average cash fare 
per passenger would be increased un- 
der this proposal from 28.314 cents to 
32.844 cents, or about 16 per cent. 
After applying the usual formula for 
rider resistance occasioned by the fare 
increase, respondent estimates an in- 
crease in revenue of approximately 
9.85 per cent, based on its experience 
during the first four months of 1954. 

Respondent introduced evidence 
segregating its intrastate revenues and 
expenses, revenues being allocated on 
the basis of actual moneys received in 
each type of service and expenses on a 
mileage basis. Under these alloca- 
tions, respondent showed a loss on its 
Massachusetts intrastate operations for 
1953 of $18,047. Ona projected allo- 
cated basis for the year 1954, exclusive 
of any fare increase, respondent esti- 
mated that its intrastate operations 
would show a loss of $29,546. With 
the fare increase, it still estimated that 
it would show an intrastate loss of 
$12,517. Although strictly speaking, 
we have no interest in its interstate 
business, it may be observed that re- 
spondent’s over-all results are being 
seriously affected by improved rail 
service. between Worcester and Put- 
nam, Connecticut. 


[2,3] Since respondent will still be 
operating at a substantial deficit after 
the proposed fare increase, we have 
little choice but to permit the proposed 
fare increase to become effective as re- 
quested. No attempt is made herein to 
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determine a rate base or rate of return. 
See Re Trailways of New England, 
D.P.U. 9810, April 7, 1952. We find 
that the respondent has met the burden 
of proving its need for the additional 
revenue and that such revenue will do 
no more than enable it to reduce to 
some extent its operating deficit and 
perhaps permit it to comply with our 
directives regarding its equipment con- 
tained in D.P.U. 10606, 10607 of No- 
vember 16, 1953, supra. 

Accordingly, after due notice, public 


hearing, and investigation and consid- 
eration, it is 

Ordered: That M.D.P.U. No. 3 
filed on March 30, 1954, to become 
effective April 30, 1954, by Short Line 
of Mass., Inc., and suspended by de- 
partment order until March 2, 1955, 
be and the same is approved to become 
effective September 19, 1954. 

And it is 

Further Ordered: That the depart- 
ment’s investigation in D.P.U. 10878 
be and same is hereby closed. 





UNITED STATES COURT OF APPEALS, EIGHTH CIRCUIT 


Kansas State Corporation Commission 


Federal Power Commission 


Additional party: Northern Natural Gas Co. 


Nos. 14704, 14706, 14733 
215 F2d 176 
August 17, 1954 


ETITION by natural gas company for permission to withhold 

from distribution funds accumulated under stay order pending 

review of Federal Power Commission rate order, and for leave 

to adduced additional evidence before the Federal Power Com- 

mission; denied. For earlier court decision, see (CA8th 1953) 
1 PUR3d 310, 206 F2d 690. 


Reparation, § 43 — Distribution of impounded funds — Stay of rate order — A ffirm- 


ance of rate order. 


1. A natural gas company which, under a stay order, collected increased 
rates pending review of a Federal Power Commission order denying the 
rate increase, may not withhold from distribution a portion of the funds 
accumulated during the effective period of the stay order to reimburse the 
company for its cost of service during that period, where the court affirmed 
the commission order and where, although the stay order provided that no 
vested rights should exist in favor of anyone to the excess revenues in case 
of an affirmance of the rate order, except such as may ultimately and equitably 
be fixed by the court, it is also provided that the company would refund 
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to the utility distributing companies any portion of the revenues collected 
by virtue of the stay order and found by the court, upon judicial review, 


to be unjustified, p. 184. 


Reparation, § 10 — Federal Power Commission authority — Retroactive rate 


orders. 


2. The Federal Power Commission may not make reparation orders since 
its power to fix rates is prospective only, and those it fixes are applicable 


only to the future, p. 185. 


Reparation, § 8 — Court powers — Inadequacy of past rates. 


3. The court has no power to fix rates or to accord reparation on account of 
the insufficiency of rates in the past, p. 185. 


Rates, § 648 — Production of additional evidence after appeal — Stay orders. 
4. A natural gas company’s petition for the right to adduce further evidence 
before the Federal Power Commission of the actual cost of service during the 
period when it collected rates under a stay order should be denied, where to 
grant the petition would amount, in effect, to the initiation of proceedings 
for the recovery of reparation by the gas company for past insufficiency of 


rates, p. 185. 


APPEARANCES: Jay Kyle, General 
Counsel, Topeka, Kan., for State Cor- 
poration Commission of Kansas; F. 
Vinson Roach, Omaha, Neb., for 
Northern Natural Gas Co.; Rueben 
H. Goldberg, Washington, D. C., for 
Federal Power Commission; P. L. 
Farnand and G. T. Mullin, Minne- 
apolis, Minn., for Minneapolis Gas 
Co.; George C. Pardee, Omaha, Neb., 
for Metropolitan Utilities Dist. of 
Omaha, Neb.; Raymond A. Smith, 
Council Bluffs, Iowa, for Council 
Bluffs Gas Co.; Carl W. Cummins, 
St. Paul, Minn., for Northern States 
Power Co.; Norman H. Nitzkowski, 
Mankato, Minn., John W. Scott, 
Washington, D. C., for Minnesota 
Valley Natural Gas Co.; Lloyd J. 
Marti, Lincoln, Neb., for Central 
Electric & Gas Co. ; Carsten L. Jacob- 
son, Assistant City Attorney, Minne- 
apolis, Minn., for city of Minneapolis ; 
Marshall Hurley, St. Paul, Minn., for 
city of St. Paul; Clement F. Springer 
and Francis T. Crowe, Chicago, IIl., 
for Interstate Power Co.; Hubert C. 
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Jones, Des Moines, Iowa, for Iowa 
Power & Light Co. and Peoples Gas 
& Electric Co.; John F. Gaston, Jr., 
Cedar Rapids, Iowa, for Iowa Electric 
Light & Power Co. and Northwestern 
Light & Power Co.; Byron L. Sifford 
and Vernon Myers, Sioux City, Iowa, 
for Iowa Public Service Co. ; Ned Wil- 
lis, Perry, Iowa, for Perry Gas Co.; 
Arthur C. Sidner, Fremont, Neb., for 
Nebraska Natural Gas Co.; Clayton 
Kline, Topeka, Kan., for Kansas Pow- 
er & Light Co.; Rodger L. Nordbye, 
Minneapolis, Minn., for Minnesota 
Natural Gas Co. 


Before Sanborn, Woodrough, and 
Johnsen, CJJ. 


Per CurtAM: Northern Natural 
Gas Company, petitioner herein, has 
moved the court to withhold from dis- 
tribution a portion of the funds accu- 
mulated by it during the period of one 
year under the stay order issued by 
this court on December 18, 1952, 
“which, when coupled with revenues 
impounded under commission bond 
5 PUR 3d 
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pursuant to” commission Opinion No. 
233 “will be available to reimburse”’ 
Northern “for its cost of service (in- 
cluding a reasonable return) after the 
effective date of Opinion No. 233 
(June 27, 1952) to December 27, 
1953, as such cost of service may be 
determined and fixed by order of said 
commission under the provisions of 
the Natural Gas Act [15 USCA § 717 
et seq.].” The petitioner has also 
made application to the court for leave 
to adduce further evidence before the 
Federal Power Commission of North- 
ern’s actual cost of service during the 
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period when it collected rates under 
the court’s stay (November 27, 1952, 
to December 27, 1953) and for an 
order directing the commission to take 
such evidence and to make findings of 
the actual cost of Northern’s service 
based thereon, said findings together 
with said commission’s recommenda- 
tions, if any, for the modification or 
setting aside of its original Opinion 
and Order No. 233 issued July 30, 
1952, 95 PUR NS 143, to be submit- 
ted to the court. (The motion and 
application are set forth in substance 
in the footnote. )? 





1The Motion to Amend Stay Order was 
as follows: 

Comes now, Northern Natural Gas Com- 
pany, petitioner in the above captioned cases 
Nos. 14,706 and 14,733, and respectfully moves 
that the court amend its stay order, issued 
December 18, 1952, in the above captioned 
matter, by issuing an amendatory order pro- 
viding, in addition to the present terms of such 
stay, that out of the revenues impounded under 
court bond from November 27, 1952, to Decem- 
ber 27, 1953, by virtue of the court staying 
Federal Power Commission Opinion No. 233 
(1952) 95 PURNS 143, there be reserved 
a sufficient portion of such revenues which, 
when coupled with revenues impounded under 
commission bond pursuant to said Opinion No. 
233, will be available to reimburse petitioner 
for its cost of service (including a reasonable 
return) after the effective date of Opinion 
No. 233 (June 27, 1952) to December 27, 1953, 
as such cost of service may be determined and 
fixed by order of said commission under the 
provisions of the Natural Gas Act. In sup- 
port of said motion, petitioner alleges and 
states as follows: 

1. The request of petitioner herein is equi- 
table in nature and the court is fully empow- 
ered under its equity powers and the specific 
reservations contained in its stay order to 
amend such order, as herein requested. 

2. The request herein contained is in ac- 
cord with such stay order which provides, 
“the intention of the stay order being that no 
vested rights shall exist in favor of anyone 
to excess revenues, in case of an affirmance of 
the Federal Power Commission’s order, except 
such as may ultimately and equitably be fixed 
by the court.” 

3. Petitioner, a “Natural-gas company” with- 
in the meaning of the Natural Gas Act, § 2(6), 
15 USCA §717a(6), is entitled to be reim- 
bursed for its cost of rendering service subject 
to the jurisdiction of the commission. 
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4. This court, under its broad equity powers 
and the provisions of such stay order, has 
authority to make available sufficient of the 
revenues impounded under court bond to re- 
imburse petitioner for its cost of rendering 
service, as such cost of service may be deter- 
mined and fixed by order of the commission. 


5. That the action necessary for a determi- 
nation of petitioner’s cost of service has al- 
ready been initiated by the Federal Power 
Commission, the members of whose staff are 
currently engaged in investigating petitioner’s 
books and records for determination of such 
cost of service, and that petitioner believes 
and, therefore, alleges that such investigation 
should be completed in the very near future. 

6. Unless the accompanying motion, or sim- 
ilar equivalent relief, is granted, Northern will 
suffer grave and irreparable injury and the 
“end result.” as between Northern and its 
customers, will be gross inequity. 

7. A suggested form of order to accomplish 
the ends herein sought is attached hereto as 
Exhibit “A.” 

Wherefore, Northern Natural Gas Company 
prays that the court amend its stay order, 
issued December 18, 1952, in the above cap- 
tioned matter, by issuing an amendatory order 
providing. in addition to the present terms 
of such stay, that out of the revenues im- 
pounded under this court’s bond by virtue of 
the court staying Federal Power Commission 
Opinion No. 233, supra, there be reserved a 
sufficient portion of such revenues which. 
coupled with revenues impounded under com- 
mission bond pursuant to said Opinion No. 
233, will be available to reimburse petitioner 
for its cost of service (including a reasonable 
return) after the effective date of Opinion No. 
233 (June 27, 1952) to December 27, 1953, as 
such cost of service may be determined and 
fixed by order of said commission under the 
provisions of the Natural Gas Act. 
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The Federal Power Commission 
and interveners have filed resistance 


to Northern’s motion and application 
and after due notice given on the mo- 





The Application for Leave to Adduce Addi- 
tional Evidence was as follows: 


Comes now, Northern Natural Gas Com- 
pany, petitioner in the above captioned cases 
Nos. 14,706 and 14,733 and, pursuant to the 
provisions of the Natural Gas Act, §19(b), 
15 USCA §717r(b), applies to the court for 
leave to adduce before the Federal Power 
Commission, evidence of Northern’s actual cost 
of service during the period when Northern 
collected rates under the court’s stay (Novem- 
ber 27, 1952, to December 27, 1953); (On 
December 27, 1953, petitioner ceased collecting 
revenues under the court’s stay order. This 
occurred by reason of the settlement of peti- 
tioner’s rate increase filing of June 26, 1953, 
which settlement was approved by commission 
order issued January 28, 1954, and authorizes 
petitioner to collect rates from and after 
December 27, 1953, which produce revenues 
in excess of the revenues produced by the 
rates which were effectuated by virtue of the 
court’s stay order.) ; and, Northern further 
moves this court for an order directing said 
commission to take such evidence; to make 
findings of Northern’s actual cost of service 
based thereon; and, to submit such findings to 
this court together with said commission’s 
recommendations, if any, for the modification 
or setting aside of its original Opinion and 
Order No. 233, Docket No. G-1881, issued 
July 30, 1952, 95 PUR NS 143. In compliance 
with the Natural Gas Act, § 19(b), Northern 
hereinafter shows to the court that such addi- 
tional evidence is material and that there 
were reasonable grounds for failure to adduce 
such evidence in the proceeding before the 
commission : 


1. Pursuant to the provisions of the Natural 
Gas Act, §4(e), Northern, on June 26, 1952, 
filed a motion with the commission to effectuate 
the increased rates as originally filed in Docket 
No. G-1881, the five months’ statutory sus- 
pension period having expired. The commis- 
sion by Opinion and Interim Order No. 233, 
issued July 30, 1952, supra, dismissed a sub- 
stantial portion of the increased rates as orig- 
inally filed in such docket, thereby denying 
Northern the right to collect such rates, sub- 
ject to refund, pending the conclusion of the 
proceedings. Said interim order required 
Northern to file substitute reduced rates that 
effectuated an annual reduction of $7,601,853 
below the revenues produced by Northern's 
increased rates as originally filed in said 
Docket No. G-1881. Such substitute reduced 
rates were filed by Northern on or about Sep- 
tember 9, 1952, to be retroactively effective to 
June 27, 1952, as required by said opinion and 
order. Northern collected such reduced rates 
under commission bond, subject to refund, 
from June 27, 1952, to November 27, 1952. 

2. Northern filed with the commission a 
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petition fcr rehearing of Opinion and Interim 
Order No. 233, which was denied and, there- 
after, on November 7, 1952, Northern filed 
in this court a petition for review. This 
court, pursuant to a petition for stay filed by 
Northern, stayed said opinion and order effec- 
tive November 27, 1952, pending judicial re- 
view. Such stay, as continued in effect by 
further order of the court dated September 15, 
1953, enabled Northern to collect the revenues 
produced by its increased rates as originally 
filed in said Docket No. G-1881, from Novem- 
ber 27, 1952, to December 27, 1953. On July 
20, 1953, this court affirmed Opinion and In- 
terim Order No. 233, supra, but, pursuant to 
motion of Northern, stayed the issuance of the 
mandate pending the filing of a petition for 
certiorari in the United States Supreme Court 
which is presently pending before such court 
on petition for rehearing filed by Northern on 
January 16, 1954. 

3. On February 19, 1954, Northern filed 
with this court a “Motion to Amend Stay 
Order,” wherein it seeks to be reimbursed for 
its cost of service—as such cost is determined 
by the commission—from revenues produced 
by the increased rates as originally filed in 
Docket No. G-1881, which revenues were col- 
lected pursuant to this court’s stay of Opinion 
and Order No. 233. This Application is 
complementary to said “Motion to Amend Stay 
Order.” 

4. The Natural Gas Act, §19(b) [15 USCA 
sheild provides in pertinent part as fol- 
ows: 


“If any party shall apply to the court for 
leave to adduce additional evidence, and shall 
show to the satisfaction of the court that such 
additional evidence is material and that there 
were reasonable grounds for failure to adduce 
such evidence in the proceedings before the 
commission, the court may order such addi- 
tional evidence to be taken before the commis- 
sion and te be adduced upon the hearing in 
such manner and upon such terms and condi- 
tions as to the court may seem proper. The 
commission may modify its findings as to the 
facts by reason of the additional evidence so 
taken, and it shall file with the court such 
modified or new findings, which if supported 
by substantial evidence, shall be conclusive, and 
its recommendation, if any, for the modifica- 
tion or setting aside of the original order.” 

5. At the hearing in Docket No. G-1881, 
held during March, 1952, the evidence adduced 
by Northern in support "of its increased rates 
as originally filed in such docket, related to 
1952 as the test year and was of necessity 
based upon estimates. Opinion and Interim 
Order No. 233, to the extent that it dismissed 
a substantial portion of Northern’s claim for 
annual revenues, was predicated on such esti- 
mates. There is now available for the first 
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tion and application, a hearing was 
had before the court on briefs and oral 
arguments at Omaha on July 13 and 
14, 1954. The court being fully ad- 
vised concludes and determines that 
the motion of Northern Natural Gas 
Company filed February 20, 1954, to 
amend stay order and its application 
filed March 19, 1954, for leave to ad- 
duce additional evidence be and the 
same are hereby denied. 


Opinion 

The record shows that during the 
pendency of proceedings before the 
Federal Power Commission with re- 
spect to two rate increase proposals 
filed by Northern, certain issues be- 
came clearly defined, were tried out, 
and were decided and disposition made 
in respect to them by the commission 
in its Opinions Nos. 228 and 228A 
and orders issued June 11, 1952, 95 
PUR NS 289, and September 25, 
1952. The commission determined 
that certain defined elements of North- 


ern’s costs relied on by Northern in 
its proposed raise of rates did not sup- 
port the raise. The opinions and or- 
ders were affirmed in all respects by 
this court with the exception of the 
5% per cent rate of return, which issue 
was remanded by this court to the 
commission for further findings. 
Northern Nat. Gas Co. v. Federal 
Power Commission (CA8th 1953) 1 
PUR3d 310, 206 F2d 690. 

While the first and second rate in- 
crease proceedings were pending be- 
fore the commission, Northern filed a 
third rate increase proposal predicated 
in substantial measure upon the same 
contentions put in issue, contested, and 
decided by the commission in Opin- 
ions Nos. 228 and 228A and orders 
issued June 11, 1952, supra, and Sep- 
tember 25, 1952. By the third rate 
increase filing Northern proposed to 
increase its rates by approximately 
$10,600,000, based upon a 64 per cent 
rate of return, over and above North- 
ern’s first and second rate increase pro- 





time evidence of actual cost of service for the 
period of time during which Opinion and In- 
terim Order No. 233 was effective. Northern 
here seeks leave to adduce such evidence before 
the commission. 

6. The evidence which Northern seeks leave 
to adduce is material since it will show 
Northern’s actual cost of service, including a 
reasonable return, and will further show that 
the revenues produced by the substitute re- 
duced rates, which Northern was required to 
file by Opinion and Interim Order No. 233, 
failed to reimburse Northern for such actual 
cost of service. Such evidence and the com- 
mission’s findings thereon will enable this 
court to view the “end result” of such opinion 
and order and to consider the relief requested 
in the aforesaid “Motion to Amend Stay Or- 
der” in the light of Northern’s actual experi- 
ence. 

7. There were reasonable grounds for failure 
to adduce such evidence in the proceeding be- 
fore the commission in Docket No. G-1881, 
since during the only hearing thus far held 
(in March, 1952), evidence of actual cost of 
service was not available and Northern, in 
contesting Opinion and Interim Order No. 
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233—both before the commission and _ this 
court—was compelled to rely on estimates of 
cost of service rather than the actual experi- 
ence now available. 

8. This application for leave to adduce addi- 
tional evidence is particularly appropriate in 
this case, since Opinion and Order No. 233 
was an interim order, issued prior to the con- 
clusion of the hearing in a proceeding before 
the commission which is not yet concluded, 
but is in recess. 


Wherefore, Northern Natural Gas Company 
prays that this application for leave to adduce 
before the Federal Power Commission, evi- 
dence of Northern’s actual cost of service dur- 
ing the period when Northern collected rates 
under the court’s stay (November 27, 1952, to 
December 27, 1953) be granted; and, Northern 
further prays that this court issue an order 
directing said commission to take such evi- 
dence; to make findings of Northern’s actual 
cost of service based thereon; and, to submit 
such findings to this court, together with said 
commission’s recommendations, if any, for the 
modification or setting aside of its original 
Opinion and Order No. 233 issued July 30, 
1952, 95 PUR NS 143. 
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posals. Following hearings on the 
third rate increase proposal, at which 
Northern presented evidence in justi- 
fication of the proposed rate increase, 
the commission’s staff filed a motion 
to dismiss Northern’s third rate in- 
crease proposal to the extent that the 
issues involved in it had just been 
decided by the commission adversely 
to Northern’s contentions. Accept- 
ing Northern’s own evidence for pur- 
poses of the motion, including its 
claim for a 63 per cent rate of return, 
it appeared that the minimum amount 
of revenue involved in the issues to 
which the motion was addressed was 
$7,601,853. (The remand on rate of 
return in no way affects the funds 
accumulated under the stay, since such 
funds are associated with the third rate 
increase and are therefore all based on 
a 64 per cent rate of return.) Al- 
though Northern contested the mo- 
tion, it did not show at the hearing 
that there was any new evidence or 
further condition affecting the $7,- 
601,853 increase that had not already 
been submitted to and passed on by 
the commission. The commission, 
after oral argument, by Opinion No. 
233 and order issued July 30, 1952, 
95 PUR NS 143, granted the motion 
to dismiss $7,601,853 of the third rate 
increase proposal. The opinion and 
order were interim proceedings and 
the case as docketed remains pending 
and undisposed of before the commis- 
sion. 


Northern was directed by the com- 
mission in Opinion No. 233 and order 
issued July 30, 1952, supra, to file sub- 
stitute rate schedules permitting the 
continued collection from June 27, 
1952, subject to refund, of an increase 
in rates of approximately $3,000,000 
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—the amount which was not disposed 
of by the grant of the motion to dis- 
miss. The required rate schedules re- 
flecting the increase of approximately 
$3,000,000 were filed and were accept- 
ed by the commission. While there 
have been no further proceedings be- 
fore the commission with respect to 
this rate increase proposal, Northern 
collected the increase subject to refund 
until December 27, 1953. At that 
time, pursuant to commission order 
issued January 28, 1954, approving a 
settlement of Northern’s fourth rate 
increase proposal, Northern began the 
collection of rates in excess of those 
filed pursuant to Opinion No. 233 and 
order issued July 30, 1952, supra. 

In the meantime, the dismissal of 
the $7,601,853 was affirmed by this 
court in Northern Nat. Gas Co. v. 
Federal Power Commission, supra. 
As this court said in that case, 1 PUR 
3d at p. 342, 206 F2d at p. 716: 

rs It is evident from the rec- 
ord therefore, that if the commission 
had allowed the $7,601,853 items to 
remain pending in Northern’s third 
rate increase schedule the Opinions 
228 and 228A and orders disposing of 
the same items would have been prac- 
tically nullified. Northern’s proposal 
was to continue indefinitely to charge 
its customers on the basis of its dis- 
allowed increase of $7,601,853, re- 
gardless of adverse decision upon it 
by the commission. Its position for 
aught that appears would justify it 
continuing the same course, notwith- 
standing judicial affirmance of the 
commission. We do not think the 
statute can be construed to permit 
such a course of procedure by North- 
ern.” 

Northern’s claim now is that the 
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$3,000,000 which it has collected, sub- 
ject to refund, from June 27, 1952, to 
December 27, 1953, is insufficient to 
cover the increased costs (including 
fair return) which it has actually ex- 
perienced in rendering services to its 
customers. It contends that the defi- 
ciency should be made up by awarding 
to it a portion of the funds accumulat- 
ed under the stay order, not exceeding 
$2,900,000 ; the commission to decide 
ultimately what portion of the $2,900,- 
000 is required to reimburse North- 
ern for all of its actual cost of service 
which Northern alleges has occurred 
during the period. 

Whether Northern’s allegations are 
true regarding the insufficiency of the 
$3,000,000 increase to cover the actual 
cost of service for the one-year period 
now in question has not been posi- 
tively ascertained. It is stated that the 
company accountants place the amount 
of actual insufficiency at $2,900,000, 
and that accountants from the commis- 
sion’s staff have been at work on the 
books of the company to make the 
determination for several months and 
have apparently brought their task to 
or near completion. There is no posi- 
tive denial of Northern’s claim that 
the revenue received by it for the peri- 
od in question was insufficient to cover 
the cost of services including a reason- 
able return. 

[1] The court now holds that the 
stay order of this court does not con- 
template or provide that any part of 
the funds to be accumulated by North- 
ern while said order remained effec- 
tive should inure to Northern in the 
event of an affirmance of the commis- 
sion’s decision and order. Although 
the intention of the stay order, as stat- 
ed therein, was that “no vested rights 
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shall exist in favor of any one to the 
excess revenues in case of an affirm- 
ance of the Federal Power Commis- 
sion’s order except such as may ulti- 
mately and equitably be fixed by the 
court,” Northern was firmly bound by 
the condition of the stay order that it 
would “refund to the utility distrib- 
uting companies any portion of the 
revenues collected by virtue of this 
stay and found by this court upon 
judicial review to be not justified.” 
The judicial review that was meant 
was our review of the decision and 
order of the commission, and upon our 
affirmance of said decision and order 
the condition became absolute. The 
motion and application of Northern 
are in conflict with the terms and in- 
tention of the stay order. 


The court is of the opinion that the 
action sought by Northern is not in 
accord with the court’s responsibility 
under the stay order. As stated by 
the Supreme Court in Federal Power 
Commission v. Interstate Nat. Gas Co. 
(1949) 336 US 577, 584, 79 PUR 
NS 45, 49, 93 L ed 895, 69 S Ct 775, 
779, “the task of the federal court in 
distributing the fund accumulated by 
virtue of its stay order is to undo the 
wrong which its process caused. The 
basic problem, therefore, is not to fix 
rates but to determine who suffered a 
loss as a result of the court’s action in 
granting the stay. _7 

As the stay in this case permitted 
Northern to override the commission’s 
order and to collect from its customers 
the fund which it could not otherwise 
have collected, it devolves upon the 
court on affirmance of the commission 
to order Northern to surrender the 
fund up to those other persons entitled 
to receive it. As this court said in 
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Panhandle Eastern Pipe Line Co. v. 
Federal Power Commission (CA8th 
1949) 83 PUR NS 603, 611, 179 F2d 
896, 902: “A utility challenging such 
an order, when it applies to the review- 
ing court for a stay of the effective 
date and asks that rates found to be 
excessive be kept in effect, takes a cal- 
culated risk.”” It must be held when 
it loses, to the conditions imposed 
when the stay was granted. 

It also appears to the court that to 
accord to Northern the relief it now 
seeks would to a large extent nullify 
the decision of this court which af- 
firmed the commission’s Opinion No. 
233 and order issued July 30, 1952, 
95 PUR NS 143. The commission 
disallowed the identified items of costs 
aggregating $7,601,853 of the increase 
in rates applied for by Northern and 
this court affirmed. If Northern were 
now permitted to retain a part of the 
fund it is obvious that to that extent 
this court’s decision would be nullified. 


It is contended against Northern 
that if it developed in actual operation 
that the rates collected by it during 
the period in question were insufficient 
and confiscatory, that result was not 
brought about by any error of the 
commission or the court in the disal- 
lowance of the items making up the 
$7,601,853. It is said the fault was 
Northern’s own in failing to make 
timely filing for proper rate increase 
and that the request which Northern 
now presents is in conflict with the 
limitations of §§ 4(e) and 5(a) of the 
act, 15 USCA §§ 717c(e), 717d(a). 


We sustain the contention. 


[2-4] Under §4(e) the commis- 
sion may order a refund with interest 
of rates or charges which it has de- 
cided not to be justified but its power 
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to fix rates is prospective only and 
those it fixes are applicable only to 
the future. As was said in Hope Nat. 
Gas Co. v. Federal Power Commission 
(CA4th 1952) 94 PUR NS 375, 377, 
196 F2d 803, 805: 

“The commission’s power to fix 
rates under § 5(a) is prospective only, 
and rates so fixed are applicable only 
to the future. The commis- 
sion is given no power to enter repara- 
tion orders with respect to rates. Its 
power over rates, which is prescribed 
by § 5(a) is to determine 
after a hearing whether existing rates 
are unjust, unreasonable, discrimina- 
tory, or preferential, and, if so, to pre- 
scribe the just and reasonable rate ‘to 
be thereafter observed and in force.’ 
If it suspends a proposed new rate 
under § 4(e), and enters upon a hear- 
ing pursuant to that section, it can 
make only such orders with respect 
thereto ‘as would be proper in a pro- 
ceeding initiated after it had become 
effective,’ i. e. a proceeding under 
§ 5(a).” 

As said by the Supreme Court in 
Federal Power Commission v. Hope 
Nat. Gas Co. (1944) 320 US 591, 
618, 51 PUR NS 193, 209, 88 L ed 
333, 64 S Ct 281, 295: “It is con- 
ceded that under the act the commis- 
sion has no power to make reparation 
orders. And its power to fix rates 
admittedly is limited to those ‘to be 
thereafter observed and in force.’” 


Section 5(a) also limits the power 
of the commission by this provision: 

“That the commission shall have no 
power to order any increase in any 
rate contained in the currently effec- 
tive schedule of such natural gas com- 
pany on file with the commission, un- 
less such increase is in accordance with 
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a new schedule filed by such natural 
gas company.” 

We think the motion of Northern is 
in conflict with both the above limita- 
tions upon the powers of the commis- 
sion. 

To support its Application for 
Leave to Adduce Evidence, Northern 
relies heavily upon § 19(b) of the 
Natural Gas Act, 52 Stat 821, 15 
USCA § 717r, which provides: 

“. . . The finding of the commis- 
sion as to the facts, if supported by 
substantial evidence, shall be conclu- 
sive. If any party shall apply to the 
court for leave to adduce additional 
evidence, and shall show to the satis- 
faction of the court that such addition- 
al evidence is material and that there 
were reasonable grounds for failure to 
adduce such evidence in the proceed- 
ings before the commission, the court 
may order such additional evidence to 
be taken before the commission and to 
be adduced upon the hearing in such 
manner and upon such terms and con- 
ditions as to the court may seem prop- 
er. The commission may modify its 
findings as to the facts by reason of 
the additional evidence so taken, and it 
shall file with the court such modified 
or new findings, which if supported by 
substantial evidence, shall be conclu- 
sive, and its recommendation, if any, 
for the modification or setting aside of 
the original order. The judgment 
and decree of the court, affirming, 
modifying, or setting aside, in whole 
or in part, any such order of the com- 
mission, shall be final, subject to re- 
view by the Supreme Court of the 
United States upon certiorari or cer- 
tification as provided in §§ 239 and 
240 of the Judicial Code, as amended 
(USCA title 28, §§ 346 and 347).” 
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It is Northern’s position that the 
statute 19(b) empowers the court and 
the commission to save Northern from 
loss by reason of the alleged insuff- 
ciency of the rates collected by it dur- 
ing the year that is in question here. 
Since the year has passed the effect of 
the rates that were collected can be 
demonstrated, whereas the action of 
the commission and the company in 
establishing the rates was necessarily 
based on forecast and anticipation of 
what rates would produce in the fu- 
ture. In substance, the contention for 
Northern is that the quoted statute 
§ 19(b) provides means to compare 
the realizations from established rates 
with the expectations on which the 
rates were based and to accord exact 
justice to ratepayers on the one hand, 
and to utilities on the other, by appro- 
priate apportioning of the fund which 
is on hand. 

It cannot be denied that the word- 
ing of the statute read by itself appears 
to afford a measure of support to 
Northern’s position but it is elaborate- 
ly argued in the opposing briefs that 
the statute has no such intent or pur- 
pose. It is pointed out that in rate 
regulation such as is here involved, the 
commission’s legislative fixing of rates 
must necessarily relate to the future 
and the commission lacks power to 
grant reparation where a rate has 
proved on application to be confisca- 
tory. The court also is limited strictly 
to the exercise of judicial power and 
has no power to fix rates or to accord 
reparation on account of insufficiency 
of rates in the past. In the process of 
rate regulation, therefore, the utility 
must propose a change in the rates 
under which it is operating and the 
commission allows or disallows the 
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change. It is the allowance or dis- 
allowance that is subject to review by 
the court. There is no place in the 
proceeding for either the commission 
or the court to accord reparation. 
Accordingly, it is contended that it 
is the intent of § 19(b) that the pro- 
cedure provided in it for adducing ad- 
ditional evidence refers only to pro- 
ceedings taken before review of the 
order of the commission. It is also 
insisted that the newly discovered 
evidence that may be adduced under 
the section can only be evidence that 
was in existence and could be consid- 
ered by the commission in passing on 
the issues before it. Such intendment 
must be ascribed to the provisions of 
the section in the sequence in which 
they are found in it in order to recon- 
cile them with the concluding provi- 
sion that “The judgment and decree 
of the court shall be final.” 
If § 19(b) were construed to permit 
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the adducing of additional evidence on 
the merits of an order after review 
thereof by the court of appeals such 
construction would be in conflict with 
the provision which gives finality to 
the judgment of the court. 

We conclude that to grant the leave 
to adduce evidence requested by 
Northern would amount in effect to 
the initiation of proceedings for recov- 
ery of reparation by Northern for past 
insufficiency of rates. That such is 
manifestly the purpose of the desired 
comparison between the expected and 
the actual realized proceeds of the rates 
that were established. That such re- 
covery of reparation is not sanctioned 
by § 19(b) and is contrary to well- 
settled law. Federal Power Commis- 
sion v. Interstate Nat. Gas Co. supra; 
Federal Power Commission v. Hope 
Nat. Gas Co. supra. 

Motion and application to adduce 
evidence denied. 
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Re Borough of Bristol 


Application Docket No. 78058 
August 9, 1954 


PPLICATION by municipality for approval of acquisition of 
A water distribution system and for authority to furnish water 
beyond corporate limits ; approval of agreement held not required 


‘panssi ayvoy1j4a2 pun 
Public utilities, § 57 — Municipal corporation — Water service. 
1. A borough rendering water service beyond its limits is not a public 
service company where the applicable statute at the time of formation 
did not expressly provide that municipal corporations should be treated 
as public service companies, p. 189. 
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Municipal plants, § 10 — Commission regulation — Acquisition of facilities — 


Water distribution system, 


2. Commission approval of an agreement between a borough and town- 
ship providing for the lease and eventual purchase of a water distribu- 
tion system is not required, p. 189. 


Municipal plants, § 10 — Acquisition of water system — Commission approval 
of contract — Retroactiveness of statute. 
3. A statute treating a municipal corporation which serves customers 
outside its limits as a public utility and requiring commission approval 
of contracts between a public utility and a municipal corporation, is not 
retroactive so as to make commission approval of such a contract, executed 
before the statute, necessary, p. 190. 


Municipal plants, § 26 — Acquisition of water system — Commission approval — 


Effect of option. 


4. Commission approval of the lease-purchase agreement between a borough 
and a township relating to a water distribution system, under which the 
borough has the option of acquiring title to the assets at the expiration date of 
the agreement, will not be given before such expiration date since the com- 
mission cannot determine whether the borough will exercise its option until 


that time, p. 190. 


Certificates, § 120 — Water distribution system —- Municipality — Operation out- 


side limits. 


5. A certificate of public convenience and necessity evidencing the right of 
a borough to continue serving part of a township outside its limits should be 


ow 


By the Commission: This matter 
is before us on application of the bor- 
ough of Bristol for approval of (1) 
the acquisition under a deferred-pay- 
ment agreement of a water distribu- 
tion system installed by the township 
of Bristol in said township, and (2) 
the beginning of the exercise of the 
right, power, or privilege to furnish 
water to the public beyond its corpo- 
rate limits in a certain portion of the 
township of Bristol, Bucks county. 
Counsel for Bristol township and 
Bristol Township Authority filed pro- 
tests and appeared at hearing in oppo- 
sition to the application. 

Applicant acquired the facilities of 
Bristol Water Company in the bor- 
ough and has been operating the 
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granted where the township has acquiesced in the borough’s serving that area 
and is not presently in a position to serve the area itself, p. 191. 


waterworks since 1912. In 1914, it 
extended its water facilities and serv- 
ice into a portion of Bristol township 
and installed approximately 16,000 
feet of 6-inch and 8-inch main in the 
township. In 1934, township of 
Bristol in conjunction with a WPA 
project, installed 113,000 feet of water 
lines in the township. Pursuant to 
an agreement dated December 14, 
1933, between applicant and township, 
applicant has since operated the “new 
township distribution system.” Un- 
der the terms of the agreement appli- 
cant annually pays to the township 
amounts which, at the expiration of 
the agreement, shall have been suffi- 
cient to reimburse the township for 
principal, interest and taxes incurred 
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on bonds issued to defray the town- 
ship’s obligation on the WPA project. 
Upon termination of the agreement in 
1964, the said “new township distribu- 
tion system” becomes the property of 
the borough, and the township will 
convey to the applicant, at the re- 
quest of the borough, all rights, title, 
and interest in the township water dis- 
tribution system. The agreement per- 
mits applicant to extend its facilities 
and service in the township, and since 
1934 it has installed 108,000 feet of 
additional water lines. The water- 
works facilities in the township, as now 
installed and operated by applicant, 
serve approximately 2,900 customers 
and 174 fire hydrants in the township. 


[1, 2] The first issue raised by 
protestants in their brief concerns the 
question whether the agreement be- 
tween borough of Bristol and township 
of Bristol, dated December 14, 1933, 
is invalid because it had never been 
approved by the public service com- 
mission. The Public Service Com- 
pany Law, act of July 26, 1913, P. L. 
1374, Art III, § 11(a), repealed by 
act of May 28, 1937, P. L. 1053, pro- 
vided: ‘No contract or agreement be- 
tween any public service company and 
any municipal corporation shall be 
valid unless approved by the commis- 
sion . . . .” Whether the agree- 
ment of December 14, 1933, had to be 
approved by the public service com- 
mission involves the further question 
whether borough of Bristol’s activities 
in rendering service beyond the bor- 
ough limits made the borough a pub- 
lic service company. Although the 
legislature could have so provided, 
examination of the Public Service 
Company Law reveals it did not. 

Article I, § 1, of The Public Service 
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Company Law defined the term “Pub- 
lic Service Company” as including, 
inter alia, water corporations. The 
term corporation was therein further 
defined as excluding municipal corpo- 
rations, except as otherwise provided 
in the act. The title of the act reveals 
that regulation of municipal corpora- 
tions, engaged in or about to engage 
in the business of public service com- 
panies, was intended only to a limited 
extent. Thus, whether a municipal 
corporation was to be treated for any 
regulatory purpose as a public service 
company must have been expressly pro- 
vided in order to have vested the pub- 
lic service commission with jurisdic- 
tion. Article III, §11(a), dealing 
with contracts between a public service 
company and a municipal corporation, 
reveals no intent to consider a munic- 
ipal corporation as a public service 
company, since the phrase public serv- 
ice company as used therein was not 
given a meaning diffierent from that 
recited in Art I, § 1, which excluded 
municipal corporations. No section 
of the act makes a distinction between 
service within the municipal corpora- 
tion’s limits and service outside those 
limits; consequently service outside 
the borough limits did not clothe the 
borough of Bristol with the status of 
a public service company. The cases 
reveal that matters concerning rates 
and service by a borough were vested 
not in the public service commission, 
but instead in the courts: Reigle v. 
Smith (1926) 287 Pa 30, 134 Atl 
380; Ambridge Borough v. Pennsyl- 
vania Pub. Utility Commission 
(1939) 137 Pa Super Ct 50, 53, 31 
PUR NS 50, 8 A2d 429. Also see 
Barnes Laundry Co. v. City of Pitts- 
burgh, 266 Pa 24, PUR1920D 569, 
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109 Atl 535, in regard to municipal 
corporations generally. 

The act of May 4, 1927, P. L. 519, 
Art XXIV, § 2407, 53 PS § 14588 
(The Borough Code), authorizing 
service beyond borough limits, did not 
vest the public service commission 
with regulatory control and did not 
provide that such operation would 
constitute the borough a public serv- 
ice company. 

We conclude from the foregoing 
that borough of Bristol, on December 
14, 1933, was not a public service 
company within the meaning of Art 
III, §11(a), of The Public Service 
Company Law, and that approval by 
the public service commission of an 
agreement between. two municipal 
corporations, the borough and _ the 
township, was not essential to its 
validity. 

[3] A collateral question is wheth- 
er our approval of the agreement is 
required under §911 of the Public 
Utility Law, act of May 28, 1937, 
P. L. 1053, 66 PS §1351. This 
section provides in part: “No contract 
or agreement between any public util- 
ity and any municipal corporation shall 
be valid imnless filed with the commis- 
sion at least thirty days prior to its 
effective date ” There can 
be no doubt that, to the extent it 
serves beyond its corporate limits, the 
borough is treated as a public utility 
under §§ 301, 401 of the Public Util- 
ity Law and that the agreement is 
now one between a public utility and 
a municipal corporation for purposes 
of §911. However, it is equally with- 
out doubt that § 911 is not retroactive 
in effect and pertains only to con- 
tracts made after the effective date 
5 PUR 3d 


of the act. A similar construction was 
accorded the corresponding section of 
The Public Service Company Law in 
Collingdale Borough v. Philadelphia 
Rapid Transit Co. 274 Pa 124, PUR 
1922E 841, 117 Atl 909. Therefore, 
since we are without power under 
§ 911 of the Public Utility Law either 
to approve or to disapprove the agree- 
ment, §$ 911 has no bearing upon the 
validity of the agreement. 


[4] Protestants also resist the bor- 
ough’s prayer for a certificate of pub- 
lic convenience evidencing approval of 
acquisition of facilities under the lease- 
purchase agreement of December 14, 
1933. A complete answer to protes- 
tants’ arguments that this agreement 
is not in the public interest and should 
not be approved is that there is nothing 
before us in regard to this agreement 
requiring our approval. 

Article III, §3, of The Public 
Service Company Law, in force at the 
time the agreement was consummated, 
did not require approval of an agree- 
ment between the borough and the 
township, for, as noted hereinbefore, 
a municipal corporation was not a pub- 
lic service company unless otherwise 
expressly provided. In addition, this 
section concerned leases and sales, 
etc., by a public service company trans- 
ferring possession or title to another 
corporation or person and not vice 
versa. 


Section 202(e) of the Public Util- 
ity Law, 66 PS 1122(e), requires our 
approval for any public utility “to 
acquire from or to transfer to, any 
person or corporation, including a 
municipal corporation, by any method 
or device, including sale or 
lease, the title to, or the possession or 
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use of, any property used or 
useful in the public service 

This provision became effective at time 
of enactment of the Public Utility 
Law, May 28, 1937. However, this 
section is not retroactive in effect, and, 
consequently, agreements made prior 
to its effective date are not within 
its purview. Borough of Bristol ac- 
quired “possession or use of” the 
water properties prior to May 28, 
1937, under the lease-purchase agree- 
ment, and our approval of the bor- 
ough’s continued “possession or use 
of” such property since May 28, 1937, 
under that same agreement, is neither 
required nor authorized by § 202(e). 
Under the agreement, the borough has 
the right, at its option, to acquire title 
to the facilities in 1964, the expiration 
date of the agreement. However, the 
matter of transfer of title is not be- 
fore us at this time since it is not 
possible presently to know whether 
the borough will exercise its option to 
demand transfer of title. For the 
foregoing reasons, that portion of the 
borough’s application for a certificate 
of public convenience evidencing ap- 
proval of the acquisition of facilities 
must be dismissed. 

[5] The remaining issues raised by 
protestants’ concern that portion of 
the application which seeks approval 
of service beyond the borough limits. 
Protestants assert it would not be in 
the public interest for the borough to 
continue to provide water service to 
the township. The proposed certifi- 
cated area is described by metes and 
bounds in Exhibit A and shown by 
a map submitted as Exhibit B. Its 
northern boundary is Ford road, Bath 
road, Mill creek road, and Mill road; 
its eastern boundary is Haines road 


RE BRISTOL 


191 


and also the western boundary of lands 
of Patterson Parchment Paper Com- 
pany. 

For a considerable period of time 
applicant has been rendering water 
service beyond its corporate limits in 
township of Bristol. From time to 
time it has extended service and fa- 
cilities in the township, and for many 
years and at present the borough- 
township waterworks has been and is 
the only available source of public 
water supply service in the town- 
ship. 

Until the filing of the instant appli- 
cation the township made no protest 
or objection to the applicant’s furnish- 
ing water supply service in the town- 
ship. The present protest or objec- 
tion on the part of the township of 
Bristol and Bristol Township Author- 
ity, based on their intentions to render 
water service in the future, is not a 
proper basis for removing the service 
now being furnished by applicant. 
Whether applicant had our express 
approval lawfully to render service 
beyond its corporate limits, as evi- 
denced by a certificate of public con- 
venience, is now beside the point. 

It is all very well for protestants 
to come forward now and claim that 
the recent rapid population growth in 
the township has caused a change in 
their thinking as to the vehicle through 
which water should be supplied in the 
township. But the fact remains that 
when water service in the township 
was desired, and was inaugurated by 
the borough, there was apparently no 
other feasible way by which the desired 
supply could be procured. This is self- 
evident from the contractual arrange- 
ments entered into between the town- 
ship and the borough in 1933. 
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Service furnished beyond applicant’s 
corporate limits is and has been sub- 
ject to our regulation and control as 
to rates and as to service: §§ 301 and 
401 of the Public Utility Law. Under 
§ 202(g), to operate lawfully in the 
township, the applicant must obtain 
our approval of the acquisition of plant 
and the rendition by it of water serv- 
ice to the public beyond its corporate 
limits. It has now filed the instant 
application with us to perfect its rights 
in the stated portions of the town- 
ship. 

The Municipality Authorities Act, 
§ 4A, provides that none of the powers 
granted by the act shall be exercised 
to provide and operate facilities or 
projects in competition with existing 
enterprises ; and it does not appear that 
the township of Bristol by itself is in 
position to provide public water fa- 
cilities and service in the proposed 
certificated area. 

We find, that the granting of a 
certificate of public convenience evi- 
dencing our approval of the beginning 


of the exercise by borough of Bristol 
of the right, power, or privilege of 
furnishing water service in a desig- 
nated portion of the township of 
Bristol is necessary or proper for the 
service, accommodation, convenience, 
or safety of the public. Accordingly, 
our approval is granted and a certifi- 
cate of public convenience shall issue ; 
therefore, 

It is ordered: 

1. That portion of the application 
of borough of Bristol seeking approval 
of the agreement between applicant and 
township of Bristol, dated December 
14, 1933, be and hereby is dismissed 
for the reason that such approval is 
not required. 

2. That a certificate of public con- 
venience issue evidencing commission 
approval of the beginning of the exer- 
cise by borough of Bristol of the right, 
power, or privilege of furnishing water 
service to the public in a designated 
portion of township of Bristol, Bucks 
county, as described by metes and 
bounds in the record. 
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Offering power connectors for every application— 
for use with copper and aluminum conductors 


Catalog has the proper fitting listed. 


tors, grounding and stud connectors, and terminal lugs. 
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DELTA-STAR’S new, complete 


Power Connector Catalog 


Whatever your connector needs may be, this new Power Connector 


The catalog is compiled in ten sections. It includes an extensive 
Data Section to assist you in estimating, planning and engineering for 
future requirements. This section also contains tables, charts, technical 
articles and much additional information for every-day engineering use. 

Other sections present tubing to tubing connectors, cable to cable, 
tubing to cable, tube or cable to bar, square tubing, flexible connec- 


A copy of this new DELTA-STAR Power Connector Catalog is yours 
for the asking. A letter on your company stationery to the factory or 
nearest Delta-Star representative, will assure your receiving a copy. 





H. K. PORTER COMPANY, INC. 
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2437 Fulton Street * Chicago 12, Illinois 
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Type “PXPL” 
Expansion Connector 










Type “Ty” 
T-Connector 












Type “FTE” 
Angle T-Connector 










} Type “a5 
Stud Connector 










Type “FTU” 
T-Connector 
















Delta-Star Power Connectors 
Meet Rigid Service Requirements 


The cast-to-size connector principle, 
pioneered by Delta-Star, provides 


exceptional gripping action and as- 
sures positive electrical connection. 
Use of strong alloys and large bolts 
contribute to connector life. Simpli- 
fied design assures ease of instal- 
lation. 















Photomicrograph (200X) of dust removed 
by Blaw-Knox Gas Cleaner. Each line is 
one micron (.000039 in.) Note that many 
particles are of sub-micron size. 


dust particles 20 microns and below travel easiest, farthest—do the most da 





mage 


Field tests prove Blaw-Knox Gas Cleaners 
remove even the smallest dust particles 


The test of any gas cleaner’s efficiency 
should be measured not in terms of the 
amount of dust collected, but in terms of 
the quantities entrained in the “‘clean’”’ gas. 
The removal of a high percentage of large 
dust particles is a relatively easy task. 
However, it is the particle sizes of 20 
microns and below that travel easiest, 
farthest and cause the most damage. Blaw- 
Knox Gas Cleaners remove even the smallest 
particles of these dusts. 

A large number of field performance tests 
have been run to determine the dust removal 
capacity of Blaw-Knox Gas Cleaners. Inlet 
dust loadings ranged up to 547 pounds per 
million cubic feet of gas. Tests on the cleaner 
outlet showed absolutely no dust getting 
past. 

The ability of Blaw-Knox Gas Cleaners 
to maintain such performance is due to an 
exclusive operating principle through which 
each tiny particle of dust is placed imme- 
diately in violent, intimate contact with oil. 


BLAWKNOX 


In the expansion separation stages, a major 
portion of dust-laden oil drops out of the 
gas stream. An oil-wet, multiple baffle, 
primary separator catches and agglomerates 
the remaining tiny wet particles. Finally the 
gas is scrubbed by an efficient, multiple 
vane mist extractor. 

When you buy, be sure to specify Blaw- 
Knox, for when you place a Blaw-Knox 
Gas Cleaner on stream, you’re sure to 
remove even the smallest particles of dust. 


Blaw-Knox Electroil and Portable Hot Oil Fog- 
gers provide a safe, compact, efficient means of 
producing a stable oil fog in your gas streams. 


A STABLE OIL FOG IN YOUR GAS MAINS: 


Will wet down existing dust deposits. 

Will prevent drying out and eventual dislodging of exist- 
ing wet deposits. 

Will moisten leather diaphragms. 

Will curb internal corrosion of steel mains. 

Will prevent loss of odorant by reaction with pipe scale. 
Will help to prevent drying out of jute-joint packing. 


BLAW-KNOX COMPANY 


Blaw-Knox Equipment Division/Gas Equipment Department 
Pittsburgh 38, Pennsylvania 
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Kansas City Pwr. & Lt. Has 
i 2-Year Expansion Program 


KANSAS City Power & Light Com- 
y has announced a 12-year pro- 
m for construction of an 800,000- 
watt - generating plant costing 
5,000,000 in coal fields 70 miles 
itheast of Kansas City. The plant 
mately will more than double the 
npany’s present generating ca- 
ity. 
Harry B. Munsell, president of the 
npany, said work would start early 
1955 on the first 170,000-kilowatt 
erating unit scheduled for com- 
tion in the spring of 1958 at a cost 
$32,500,000. 
The site is a 5,000-acre tract west 
Ladue, Missouri, on Deepwater 
tek on which a 3,500-foot earth- 
dam will be built to impound an 
00-acre lake for condensing water. 
Fuel will be trucked to the plant 
Hm strip mines within a 5-mile 
lius. Some 20,000 acres of coal re- 
ves in the vicinity are owned by 
+ Power Coal Company, subsidiary 
the Sinclair Coal Company. 
A second generating unit of 170,- 
) kilowatts is scheduled to be in 
vice in the spring of 1960, a third 
it in 1963, and a fourth in 1967 
en the station will reach 800,000 
owatts. The company’s three pres- 
t plants on the Missouri river in 
hnsas City have a combined capacity 
590,000 kilowatts. 
Annual coal consumption at the 
int will leap from 560,000 tons for 
> first unit to 2,700,000 tons when 
‘our units are in operation. 


| 1955 Utility Management 

| Workshop to Stress 

} Human Relations 
UMAN Relations” will be the 


‘me of the 1955 Utility Manage- 
tit Workshop. The executive de- 
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velopment and training conference 
will be held under the auspices of 
Columbia University’s department of 
industrial and management engineer- 
ing, at Harriman, N. Y., May 15-17, 
1955. 

The Workshop is a “do-it-yourself” 
experience. Approximately 40 spe- 
cially selected top-management par- 
ticipants work in small “task force” 
groups applying their own experience 
and knowledge to the problems set 
forth by the University staff and visit- 
ing experts. The Workshop is under 
the direction of Professor R. T. Liv- 
ingston, author of The Engineering 
of Organization and Management, 
and director of education and com- 
mercial research, Long Island Light- 
ing Company. Participation is open 
to nominees from public utility, air- 
line, railroad, and _ transportation 
companies. 


New Accessories Increase 
Efficiency of Diebold 


Super Elevator Files 


DIEBOLD, Incorporated, recently 
announced the development and avail- 
ability of four practical and con- 
venient new accessories for use with 
motorized Diebold Super Elevator 
Files. These accessories are claimed 
to expedite the organization and flow 
of paper work for the new files, which 
are designed to handle mass records in 
large commercial, financial and public 
utility organizations. 

These convenience features are de- 
scribed by Diebold as operating re- 
finements that further increase the 
savings of one-third in time and space 
provided by motorized Super Ele- 
vator Files on mass-record applica- 
tions of all kinds. Descriptive litera- 
ture and case histories may be secured 
by writing Diebold, Inc., Canton 2, 
Ohio. 












Industrial Progress 


Washington Water Power Plans 
$87,000,000 Plant 


THE Washington Water Power 
Company has asked permission from 
the Federal Power Commission to 
build a new $87,000,000 hydroelectric 
generating plant at Noxon Rapids, 
Montana. 

The new power project would have 
an output of 385,000 kilowatts, with 
a contemplated construction program 
calling for first production in the fall 
of 1959. 

The site is located on the Clark Fork 
river in Sanders county, Montana, 23 
miles upstream from The Washington 
Water Power’s recently completed 
Cabinet Gorge power plant. 

J. E. E. Royer, vice president and 
general manager, said the company’s 
plan includes the building of 190-foot 
high concrete and earth-filled dam ex- 
tending nearly a mile across the Clark 
Fork river. 


C. W. Krause Appointed to 
BDSA Post 


APPOINTMENT of C. W. Krause, 
as director of the Water and Sewer- 
age Industry and Utilities Division of 
the Business and Defense Services 
Administration (BDSA) was an- 
nounced recently by BDSA Adminis- 
trator Charles F. Honeywell. Mr. 
Krause, New York district manager 
of the Neptune Meter Company, is on 
loan to BDSA from his company un- 
der a rotation system in which out- 
standing business executives serve 
the government without compensation 
for periods of six months or longer. 
He succeeds H. W. Hitzrot, who is 
returning to his position as special as- 
sistant for engineering sales for the 
Dorr Company. Mr. Hitzrot, with 
BDSA since last March, will continue 


(Continued on page 24) 
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working 


together 


Today, the population of the United States is 
162,000,000. In 10 years, there may well be 
186,000,000 people. So America’s public util- 
ities executives are planning ahead. New 
facilities are on drawing boards. Others are 
being built. This far-sightedness will result in 
adequate power, heat, and lighting to meet 
tomorrow’s consumer and industrial needs. 
Guaranty Trust Company is working with 
public utilities. Our knowledge is gained from 
long association with the industry. You are 
welcome to draw upon this experience through 
our Public Utilities Division. 


Guaranty Trust Company 
of N CW Yor k Capital Funds $395,000,000 


140 Broadway, New York 15 

Fifth Ave. at 44th St. Madison Ave. at 60th St. 40 Rockefeller Plaza 
New York 36 New York 21 New York 20 

LONDON: 32 Lombard St., E.C. 3 - Bush House, Aldwych, W.C. 2 

PARIS: 4 Place de la Concorde BRUSSELS: 27 Avenue des Arts 




















Member Federal Deposit Insurance Corporation 





INDUSTRIAL PROGRESS 
(Continued ) 


as a consultant on matters pertaini 
to water and sewerage. 


R-R Bulletin Describes 
Photocopying Service 
FASTER, easier photocopying wit 
Remington Rand’s new _ low-c» 
Rotoflo is described in a one-page j 
lustrated leaflet released by Remirg 
ton Rand Inc. 

Teamed with Remington Ran] 
Transcopy, the Rotoflo prepar¢ 
photocopies of records up to 14- 
wide, of any length, giving posit 
prints in less than a minute. Oper4 
tion is fast, accurate, versatile, a 



































simple in processing, requiring died 


darkroom. 

Copies of the new leaflet P-385 «1 
available at Remington Rand sales 0 
fices in all principal cities, or by wri 


ing Remington Rand Inc., 315 Four 


avenue, New York 10, New York 


Ohio Power Buys 650 Acres 
For New Steam Plant 


OHIO Power Company is acquirit 
approximately 650 acres of land aloi 
the Ohio river near Ironton, Ohio, 4 
the site of a future 1,000,000-kilowa 
steam-electric generating plant. 

Philip Sporn, president of Ohi 
Power and its parent company, th 
American Gas and Electric Company 
said that construction of the ne 
plant would be undertaken when tl 
demand for electric service called fc 
the additional expansion of its facil 
ties. He pointed out that the Ironto 
site was chosen for two principal re 


sons: its proximity to coal reserv@g® 


and its location close to the center © 
the AGE System’s seven-state ser\ 
ice territory. 

The proposed plant will be t 
sixth major power generating statio 
to be built on the AGE System sin 
World War II, four of which wi 
have been located on the banks of t! 
Ohio river. The System’s preset 
total generating capability, most 









which is represented by 12 majq 


plants, is 4,000,000 kilowatts. 





additional 570,000 kw of new corm 


struction is under way or to be start« 
within the next 60 days. 


lowa Elec. Lt. & Pwr. Sets 
1955 Construction Budget 


THE board of directors of the Iow@ 
Electric Light and Power Compa. 
has approved a construction buded 






for 1955 which is estimated at $1) 
642,387, according to Duane Arno’ 


(Continued on page 26) 

























































Today...corn stubble 
Tomorrow ...power for America... 


FROM THE FIRST MOMENT Pioneer is retained to help you 
plan your new electric power station, Pioneer becomes 
a part of your company, thinking and planning in your 
best interests . . . Pioneer has 52 years of experience 
to aid in determining the necessary plant capacity and 
its construction cost, to select the site and design the 
generating station . . . Pioneer will also design any 
needed service or office buildings and act as your agent 

x in Se nace See materials “ . 

mT i i Pioneer offers complete valuation, depreciation an 

vi loneering New Horizons rate services . . ..it will supply stock transfer and 

: dividend distribution services . . . Our consulting staff 
q OUT Sp ecralty oe provides experienced advice on company management, 
: corporate finance, accounting and taxation matters ...a 

well-rounded schedule to relieve your overload periods. 


HT 


For complete information on Pioneer’s services, 
write for our factual booklet, ‘Pioneering 
New Horizons’, yours for the asking. 





Pioneer Service & Engineering Co. 
231 South LaSalle Street > Chicago 4, Illinois 








INDUSTRIAL PROGRESS—( Continued) 


vice-president and general manager. 

Biggest item in the budget is the 
$3,940,357 allocated for transmission 
and substation expansion. 


Natural Gas Line Proposed 


AT its recent annual meeting in 
Miami, Florida, the Florida State 
Chamber of Commerce was told by 
F. L. Stanley of Tulsa, Okla., board 
chairman of the Houston Texas Gas 
& Oil Corporation, that his company 
will file an application in January 
with the Federal Power Commission 
for a permit to build a 1,500-mile 
natural gas line from Louisiana Fields 
to Florida. This would be the first 
State-wide natural gas supply for 
Florida, though the Southern Georgia 
Natural Gas Company is now con- 
structing a line from Phenix City, 
Alabama, to Albany, Cairo and other 
towns in southwest Georgia and to 
the north Florida area, including 
Tallahassee, Quincy, Havana and 
Ellaville. At Ellaville the Florida 
Power Corporation, which will be 
one of the customers, recently com- 
pleted a large power plant. 

The Florida State Chamber of 





Commerce, asserting that “natural 
gas is essential to the industrial devel- 
opment of the state,” passed a resolu- 
tion asking its board of directors to 
support the petition of the Houston 
Texas Gas & Oil Corporation before 
the Federal Power Commission. How- 
ever, the Florida State Chamber took 
a somewhat gloomy view of the 
prospects unless Congress passes 
legislation which would take from the 
Federal Power Commission its au- 
thority, confirmed by the United 
States Supreme Court, to fix natural 
gas prices at the well head. 


Barber-Greene Offers 4-Wheel 
Drive-Truck Mounted Ditcher 


TO their long established line of 
crawler and wheel mounted ditching 
machines, Barber-Greene Company 
has now added the Model 711, a unit 
designed as an answer to the known 
needs of utilities companies. 

Working with the engineering rep- 
resentatives of several major utilities, 
Barber-Greene evolved the following 
set of requirements which Model 711 
is designed to meet: 


1. Fastest practical travel speed | 
tween jobs. 
2. Quick change of cutting width 
3. Operation from cab or fro 
standing position alongside ( 
machine. 
4. Low vertical clearance. 
Information on the Model 711 ma 
be obtained from any Barber-Gre«1 
distributor or by writing directly 
the manufacturer at 400 North Hi» 
land avenue, Aurora, Illinois. 


Hotpoint Appointments 


IN order to further strengthen i 
marketing organization for more 1 
gressive operations in 1955, Hotpci 
Company has made several person: 
changes in both the home and fie 
offices, according to John F. M 


; 








Daniel, vice president of marketing 


Dwight R. Anneaux, former ma 
ager of utility sales, becomes direct 
of apartment house and builder said 

Replacing Mr. Anneaux as head ¢ 
utilities is J. A. Bell, who former 
was a regional utility specialist. 

David C. Marble, former Chicag 
district manager joins the utility d 
partment. 




















NEW ISSUE 





This announcement is neither an offer to sell nor a solicitation of an offer to buy any of these Shares. 


The offer is made only by the Prospectus. 


700,000 Shares 


TEXAM OI & GAS Co. 


CAPITAL STOCK 
($1 Par Value) 


Price $5.25 per Share 


Copies of the Prospectus may be obtained from the undersigned. | 


cALLEN & COMPANY 





December 10, 1954 



































26 


PUBLIC UTILITIES FORTNIGHTLY—DECEMBER 23, |9 











. ngwhet 












How Ebasco helps 


the electric power mdustry 


KEEP SALES AT HIGH LEVELS 





er pes 














ARE YOU now realizing the greatest ARE YOU using sales techniques that help 
sales potential from your market area? keep thé‘load evenly distributed throughout 


? 
ARE YOU developing the demand for ad- ada 
ditional electric service through proven pro- ARE YOU employing a program that will 
motion methods? maintain favorable public opinion? 










The answers to these questions are vital to the.future growth 
and prosperity of your company. And Ebasco, with long expe- 
rience in all phases of utility operation, is able to supplv them. 
Ebasco specialists will study markets and trends, wilk offer 
tested advertising and promotion ideas, will help with your 
sales organization structure, public relations program and 
sales training. 

Backed by nearly 50 years of association with utilities of all 
sizes, Ebasco can: provide a skilled, objective viewpoint to 
supplement the activities of your own personnel. 















To find out what Ebasco sales and public relations service 
can do for your company to keep sales at high levels write 
for our booklet—‘‘The Inside Story of Outside Help’’. 
Address Ebasco Services Incorporated, Dept. W., Two 
Rector Street, New York 6, N. Y. 


Appraisal * Budget © Qeteeen Studies 
ngd Hone NEW YORK a NStp. Consulting Engineering * Design & Con- 
CHICAGO Pot *o, 
DAL ; a ‘aity,. 
us [iw PBASER 












Insurance, Pensions & Safety * Purchas- 
ing * Rates & Pricing ¢ Research 
Sales & Public Relations * Space Plan- 
ning Systems & Methods « Tax ¢ Traffic 
Washington Office 







struction * Financial ¢ Industrial Re- 
lations « Inspection & Expediting 

PORTLAND, ORE. 
WASHINGTON, D. C. 
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Monumental achievements have marked each era of mankind. One such achieve- ae 
ment within reach of future generations is the conquest of tuberculosis. 





This year is the 50th anniversary of the organized fight against TB in our 
country. In these years the TB death rate has been cut 90%; yet TB strikes 


every five minutes. 


It is within man’s power to eradicate tuberculosis—your purchase of Christmas 


Seals will help to make this possible. 


This year put two Christmas Seals on every card, letter, and package. 





buy Christmas Seals 
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Why fine new power 
plants everywhere 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 

have specified Q-Panel walls for the following very good 

reasons: 1. Q-Panels are permanent, dry and noncom- 

bustible, yet may be demounted and re-erected elsewhere 

to keep pace with expansion programs. 2. Q-Panels are 

light in weight, thus reducing the cost of framing and 
a4 foundations. 3. Q-Panels have high insulation value... 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 











Robertson 








Q-Panels 


H. H. Robertson Company 
2400 FARMERS BANK BLDG. °* PITTSBURGH 22, PA. 
Offices in Principal Cities 









La 


Q-Panel walls grace the new Elrama Power 
Plant (above) near Pittsburgh. It was designed 
by Duquesne Light Company’s Engineering 
and Construction Department. The Dravo 
Corporation was General Contractor. 




















Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were used 
to enclose the impressive Hawthorn Steam 
Electric Station (left) of the Kansas City, Mis- 
souri, Power and Light Company. Ebasco Ser- 
vices, Inc., designed and built the plant. 


——_ 





Please send a free copy of your Q-Panel Catalog. 


NAME 


FIRM 


ADDRESS 
PUFI 












FOR CLEANER 
COOKING 


a ae 


Columbia Gas _ystem 


delivers a modern miracle ~ 
24 Hours-A-Day! 
<. 





— sOR INSTANT 
_ HOT WATER 


eo 











© The Columbia Gas System 


CHARLESTON GROUP: United Fuel Gas Company, Atlantic Seaboard Corporation, Amere Gas Utilities Com- 
pany, Virginia Gas Distribution Corporation, Big Marsh Oil Company, Central Kentucky Natural Gas Company; 
COLUMBUS GROUP: The Ohio Fuel Gas Company; PITTSBURGH GROUP: The Manufacturers Light and Heat 
Company, Binghamton Gas Works, Cumberland and Allegheny Gas Company, Home Gas Company, The Key- 
stone Gas Company, Inc., Natural Gas Company of West Virginia; OIL GROUP: The Preston Oil Company. 
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PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 





Tue American AppraisaL Company 


ORIGINAL COST STUDIES e VALUATIONS © REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 











BODDY, BENJAMIN AND WOODHOUSE, INC. 


CONSULTING ENGINEERS 
JAMES W. PARKER, SENIOR CONSULTANT 


Power Plant Design, Specification, and Construction Supervision 
Economic and Thermodynamic Studies, Technical Services and Reports 


28 WEST ADAMS AVENUE DETROIT 26, MICHIGAN 











=. 


DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 














%* Standby 
%* Augmentation 
* 100% Town Supply 


Design ¢ Engineering ¢ Construction 


[) RAKE & TOWNSEND 11 WEST 42ND STREET NEW YORK 36,N.Y 



















THE FLUOR CORPORATION, LTD. 


Engineers * Constructors * Manufacturers 
LOS ANGELES 22, CALIFORNIA 

Builders of steam generating and hydro-electric power plants 
New York*Chicago*Houston*San Francisco* Tulsa *Philadelphia*Toronto*Calgary*Lima 
Associated with SINGMASTER & BREYER, INC., New York City, N.Y. 
H. G. ACRES COMPANY, LTD., Niagara Falls, Ontario 
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PROFESSIONAL DIRECTORY (continued) 





Ford, Bacon & Davis 


CONSTRUCTION 
v 
ALUATIONS Engineers RATE CASES 


REPORTS 





NEW YORK @ CHICAGO @ LOS ANGELES 








GIBBS & HILL Iwo. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORK—LOS ANGELES 
INDIANAPOLIS—SAN ANTONIO 











ENGINEERS © CONSULTANTS © CONSTRUCTORS 
607 WASHINGTON ST. 


FOUNDED 1906 READING, PA. 
* WASHINGTON «¢ PHILADELPHIA © NEW YORK 


GA GILBERT ASSOCIATES, INC. 








W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 
55 Liberty Street New York 5, N. Y. 








JAY SAMUEL HARTT 


CONSULTING ENGI NEER 








327 South LaSalle Street € CHICAGO % Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 








CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


134 So. LaSalle Street Chicago 3, Illinois 











GUSTAV HIRSCH ORGANIZATION, INC. 


1347 West 5th Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 











Mention the FortNIGHTLY—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE e COLUMBUS, OHIO 








JENSEN, BOWEN & FARRELL 

ENGINEERS 

N ARBOR, MICHIGAN 

APPRAISALS—INVESTIGATIONS DEPRECIATION STUDIES— 
COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 











Te ' uljian loyoralion 


b 
ENGINEERS ° Oo NS TRUCIT ORS 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION ¢ MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA 








William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 


‘ais Utility Management Consultants Specializing in REGULATORY 
WATER COST ANALYSIS MPROBLEMS 


for past 35 years 
Send for brochure: ‘'The Value of Cost Analysis to Management"’ 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 
REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 

120 Broadway New York 








RATES TAXES 


SAFETY MIDDLE WEST FINANCE 
SURANCE 
wuoeerINe SERVICE AovennsiNe 


PERSONNEL co ACCOUNTING 
ENGINEERING e SALES PROMOTION 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 








Pioneer Service & Engineering Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 





















231 SOUTH LA SALLE STREET 
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PROFESSIONAL DIRECTORY (continued) 









€ 







é > Complete Services for Gas 
Industry's , and Electric Utilities « Designing 
Partner eI SJ.F. Pritchard & Co. e Engineering * Construction 
i « Alterations ¢ Expansions 
for Progress , ENGINEERS @© CONSTRUCTORS  , modernization « Surveys Plans 
a Piping ¢ Equipment « Steam 


Dept. 415, 210 W. 10th St., Kansas City 5, Mo. or Diesel Power Plants 









THE RUST ENGINEERING CO. 


PITTSBURGH 19, PA.* BIRMINGHAM 3, ALA. 
Offices in Principle U.S. and Canadian Cities 
Tl Power Plant Design and Construction 
5 in Boiler Settings © Chimneys © Equipment Erection 
= Also sliding form work, refractory brick-work and insulation, soil compaction, other specialties. 














SANDERSON & PORTER 
ENGINEERS & 


AND 
CONSTRUCTORS 



















Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Ustilities—Industrials 
Studies—Reports—Design—Supervision 





Chicago 3, Ill. 











The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 














Whitman, Requardt and Associates 
Publishers of the 35-year-old 


DESIGN — SUPERVISION HANDY-WHITMAN INDEX 
Public Utili 
REPORTS — VALUATIONS Cuiaiasiamen tans eile 


Including Hydro-Electric Properties 


1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
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PROFESSIONAL DIRECTORY (concluded) 





Abrams Aerial Survey Corporation LUCAS & LUICK 


PHOTOGRAMMETRIC ENGINEERS FOR MORE THAN A ENGINEERS 


THIRD OF A CENTURY 
DESIGN, CONSTRUCTION SUPERVISION, 


Aerial Photograbhy — Atlas Sheets — Mosaics — 
a OPERATION, MANAGEMENT, APPRAISALS, 
Plan and Topographic Mabs — Profiles — Infra-red INVESTIGATIONS, REPORTS, RATES 


Photography — Photo-interpretation Instruments 
614 E. Shiawassee St. Lansing, Michigan 231 S. LASALLE St., CHICAGO 




















-EARL L. CARTER LUTZ & MAY 
PO ining pel OHIO Consulting Engineers 


PENNSYLVANIA, WEST VIRGINIA, KENTUCKY STEAM, GAS & DIESEL POWER STATIONS 

Public Utslity Valuations, Reports and PUMPING PLANTS—ELECTRIC SYSTEMS 
Original Cost Studies REPORTS—DESIGN—APPRAISALS 

910 Electric Building Indianapolis, Ind. 1009 Baltimore Kansas City 6, Mo. 


























ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS MINER AND MINER 
for the GAS INDUSTRY CONSULTING ENGINEERS 
CONSOLIDATED INCORPORATED 


GAS anb SERVICE CO. 


327 So. LaSalle St., Chicago 4, Ul. GREELEY COLORADO 




















GANNETT FLEMING CORDDRY AND CARPENTER, INC. A. S. SCHULMAN ELEcTRIC Co. 


Saerreres Electrical Contracting Engineers 


HARRISBURG, PENNSYLVANIA TRANSMISSION LINES—DISTRIBUTION—POWER 
Invesigations —-enorts—Appraisals STATION—INDUSTRIAL—COM MERCIAL 
Original Cost and Depreciation Studies INSTALLATIONS 


Rate Analyses—insurance Surveys CHICAGO Los ANGRLES 























FRANCIS S. HABERLY SLOAN, COOK & LOWE 


CONSULTING ENGINEER CONSULTING ENGINEERS 
Valuation — Depreciations 120 SOUTH LA SALLE STREET 
Invesigations and Reports CHICAGO 


Appraisals — Reports 


122 SOUTH MICHIGAN AVENUE, CHICAGO Operating — Financial — Plant 




















JACKSON & MORELAND Representation in this Professional Directory 


Engineers and Consultants may be obtained at very reasonable rates. 
Kindly address inquiries to: 











ee ADVERTISING DEPARTMENT 
Reports — Examinations — Appraisals Public Utilities Fortnightly 
Machine Design — Technical Publications rn a —s 
BOSTON NEW YORK ashington 4, D. C. 
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The Fortnightly lists below the advertisers in this issue for ready om! 
ence. Their products and services cover a wide range of utility needs. 
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*Analysts Journal, The ee 
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Black & Veatch, Consulting Engineers .. ee 31 


Blaw-Knox Company ... 22 

*Blyth & Company, Inc. ore 

Boddy, Benjamin and Woodhouse, Inc. Mesa: 31 
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Carter, Earl L., Consulting Engineer - 35 


Cleveland Trencher Co., The 


Inside Back Cover 
Columbia Gas System, Inc. ics. ee 


Commonwealth Associates, Inc. 7 

Commonwealth Services, Inc. ; yal a 

Consolidated Gas and Service Co. oe 35 
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Day & Zimmermann, Inc., Engineers See 31 
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Drake & Townsend, Inc. .... 31 
E 
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Dig "CM and fill ‘em 
with CLEVELANDS 





THE CLEVELAND TRENCHER COMPANY 
20100 St. Clair Avenue ¢ Cleveland 17, Ohio 





Everywhere 




















May this be your mertiest, 
most prosperous holiday season 


There’s a friendly smile on the frost-nipped face of America 
—the season of good cheer is with us once again! So we're taking this opportunity 
to extend greetings to you—the truck-users 
of the nation. Our wish for the New Year is that we may continue to serve you. 


Seasons. Greeting. from 


DODGE kai TRUCKS 


A PRODUCT OF CHRYSLER CORPORATION 











